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The Financial Implications of (1) Provincial Autonomy 
and (2) Federation. 

1. The object of this paper is to afford some guide to the points wihich 
may arise in discussion of the financial implications of the constitutional 
changes now under consideration; it does not attempt to supply answers to 
the problems which arise, nor do any opinions expressed reflect the views 
of His Majesty’s Government. Figures are given in crores of rupees; one 
crore — i.e. ten million — of rupees is equivalent to £750,000. Sterling 
equivalents, in millions of pounds to two decimal places, have been indicated 
in the margin. 

2. The problem of the allocation of resources under the new Constitution 
may be considered under two heads; firstly, the readjustments which are 
desirable in the financial relations of the Centre and the Provinces if the 
latter become autonomous; and secondly, the financial implications of the 
establishment of a Federation. As far as possible, the two points are 
separately treated as Parts I and II below. A summary of the proposals 
in the \^ite Paper is given as Part III. 

Part I. 

3. At present all the revenues of British India are in theory available 
to the purposes of the Governor-General in Council, and the Government 
of India Act of 1919 does not recognise any division between the revenues 
of the Centre and the Provinces. But Rules under section 46a of the Act 
assign certain sources of revenue to the Provinces, corresponding in the 
main to the provincial subjects administered by them, though the Centre 
retains a final call on all the revenues of the Provinces (see Devolution 
Rules 14-20). In practice the Provinces budget for the disposal of the 
revenues accruing to them under these arrangements and the Centre only 
intervenes to the extent of requiring a Province to re-establish its finances 
in the event of a deficit. The general result at the present time is shown 
in the following Table, from which may be gathered the manner in which 
the total revenues of British India are now divided as between the Centre 
and the Provinces, the main sources from whidh revenues are derived, and 
the relative importance of the various items of revenue and expenditure. 

Tablb L 

Budget Estimates of Bevenue and Expenditure of Central and Provincial 
Governments in 1933-34. 


Central Revenue. 


I Central Expenditure. 



Ea. = 

£ 


Es. = 

£ 


Crores. millions. 


Crores millions. 

CuBtoina (net) 

. 60*27 

37-70 

Post and Telegraphs (net) ... 

•61 

•46 

Income taiEca (net) ... 

. 17*21 

12-91 

Debt : 



Salt^(net) 

. 7‘60 

6-70 

Interest (net) ... ,,, 

8*97 

6*73 

Other taxes (net) 

•60 

■45 

Redaction of Debt 

6-89 

5*17 




Civil Administration (net) ... 

8-76 

6-67 

Net tax revenue 

. 7o’68 

66-76 

Pensions (net) 

3-02 

2*26 

Opium (not) 

•63 

•47 

Civil Works (net) ... 

1*72 

1*29 

Railways (net) 

. NU 

Nil 

Defence Services (net) 

46-20 

34*66 

Currency and Mint (not) 

. 1-11 

■88 

Subventicn to N.W.F.P. ... 

1*00 

■76 

Payments from States 

•74 

•56 

Misoellaneoua (net) 

•74 

•55 

Total ... 

.. 78-16 

68-62 

Total 

. 77-91 

68*43 

Provincial Revenues, 


Provincial Expenditure. 


Lind Revenue 

. 36-29 

26-47 

Land Revenue and General 



Excise ... 

. 14-85 

11-14 

Administration 

14*86 

11*14 

Stamps ... 

. 12*40 

9-30 

Police ... 

12-88 

9*28 

Registration 

. 1*14 

•85 

Jails and Justice 

7*66 

5-76 

Scheduled Taxes 

■43 

•32 

Debt 

4*21 

8*16 




_ — — 

Pensions 

5*08 

3*81 

Total tax revenue 

. 64*11 

48-08 

Education 

11-80 

8-86 

Forests (net) 

■69 

•52 

Medical and Public Health... 

5.23 

3.92 

Irrigation (net) 

■49 

•37 

Agriculture and Industries ... 

3*89 

2*17 

Miscellaneous 

. 11-32 

8-49 

Civil Works 

8-33 

6*26 

N.W.P.P. subvention 

. 1-00 

-76 

Miscellaneous 

7-54 

6*61 

Total ... 

. 77.61 

68.21 

Total 

79-78 

59-84 


A 2 
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£ millions 


' 63‘68 

+68-62 

J68-43 


§68-62 


Ii66-19 

158-21 


t+1-60 


4. TJiese figures cannot be taken as representing a normal budget; they 
reflect tlie results of depression and of tbe severe economies in both Army 
and Civil expenditure undertaken to meet it. If a comparison be made 
with the table given on page 215 of Volume II of the Report of the Statutory 
Commission, it will be seen that the Central revenue has declined from 
84.9 crores* in 1929-30 to 78.16 croresf in the present budget year, and 
the expenditure has been reduced from 84.9 crores* to 77.91 crores.| (In 
order to make the two sets of figures comparable the cost of coiJection has 
been treated as a deduction from revenue instead of an item of expenditure.) 
The figure of 78.16 crores§ has only been attained by emergency taxation, 
i.e. the surcharge on income tax, customs and salt. The provincial figures 
represent a fall in aggregate income from 88.25 croresH to 77.61 crores;1f and 
the aggregate surplus of 1| crores** shown in 1929-^ has been converted 
into a deficit of 2 crores.ff The abnormality of the current budget makes 
it an insecure basis for estimating the result of the adjustments which will 
be required in the relations of the Centre and the Provinces, and the sub- 
sequent paragraphs will furnish proof of the great difficulty we must 
encounter in gaining a clear financial perspective of the effect of the con- 
stitutional changes now under discussion. 


5. If the Provinces are to become autonomous, it .will be necessary to 
place them in possession of resources secured to them by statute, and to 
consider what power, if any, the ■Centre (however constituted) should have 
to call upon these resources in a national emergency. On the other hand, 
separation of finance must he complete in the sense that the finances of 
the Provinces must he self-contained; we must envisage the end of a situa- 
tion in which Provinces can feel that they have a right to rely on Central 
assistance in the event of a breakdown of their own finance. The alloca- 
tion of powers and resources must obviously be such as to recognise the 
strength of the claims which the spheres of action assigned to the Centre 
and the Provinces respectively entitle them to make upon the total available 
finances of British India. Viewing the total sum available as a common pool, 
it is legitimate to regard the demands of the Centre upon that pool as 
normally definable and subject to limitation, since supply is required by 
it mainly for charges such as Defence, Debt Services, and the comparatively 
restricted sphere of Central Civil Administration. It must ab the siTme 
time be accepted as an axiom that the dominant importance of the safety 
and credit of India requires that the Central demand for supply should 
constitute a prior charge. Moreover, the means available to the Centre 
must be adequate to fulfil additional demands due to emergencies, such as 
frontier war or economic depression, 'Such demands, it is suggested, ought 
normally to be capable of fulfilment from within the Central field of taxa- 
tion. Although it is possible to give the Centre a power of precept upon 
the incomes of the Provinces in such emergencies, in practice this would 
create great difiBculties because a sudden derangement of their adminis- 
trative and other activities would probably result, even to the point of 
a breakdown. 'While the scope of Central demands is thus to a large degree 
measurable, the demand of the Provinces must, on the other hand, be 
regarded as unlimited, since they are concerned with all the important 
activities necessary to national development. For the present purpose 
however it is to be noted that there are two immediate claims which take 
priority over this more general claim. The first comes from those Provinces 
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wliioli experience shows io be more or less permanently in deficit or on the 
border-line of deficit even with the present limited scale of expenditure. 
There is good ground for feeling that it would be impracticable to give 
autonomous powers to these Provinces before such a situation is rectified. 
Secondly, in addition to the maintenance of special provision for the 
North-AVest Frontier Province, substantial sums will be required to finance 
bhe now Provinces which it is proposed to create, viz. Sind and Oi'issa. 
Moreover, when considering the effect of these various claims, it will be 
necessary to have regard in any calculations to the possibility of'tihe separa- 
tion of Burma. 

6. It will bo apparent from this preliminary sketch that the problem of 
the allocation of powers and resources as l)etween the Centre and the 
Provinces ro-solves itself into three objectives, which in order of priority, are 
as follows: — 

(1) To provide the Centre with (a) a secure means of meeting the 
normal demand on account of the services for which it is responsible, 
together .with an adequate reserve power to raise from its own resources 
the additional sums which those services may in an emergency require; 
and (b) some additional reserve to meet necessary developments in its 
own sphere of work (of which Civil Aviation may be taken as an 
illustration). 

(2) To secure to the Provinces, as a minimum, the amounts now 

available to them, together with the sums required to meet the 

ascertained deficits of certain Provinces and to establisih the newly- 
created Provinces. 

(3) To secure that, when (1) and (2) are satisfied, the main benefits 

of any improvement in Central finances will inure to the benefit of the 

Provinces. 

7. In applying the principles thus stated, it is of course necessary to 
abandon the convenient supposition of a common pool, and to take up the 
concrete problem of the assignment of sources of revenue. Their assign- 
ment must be conditioned by the respective spheres of legislative and ad- 
ministrative control, which connotes that, in tihe main, they will be the 
sanra as arc shown in Table 1 above. Such a distribution of sources gives 
the Centre most of the elastic heads of income, such as Customs, Taxes on 
Income and Salt. In general these heads have in the past shown them- 
selves to be expanding or readily capable of expansion. The Provinces on 
the other hand possess heads of income which are relatively inelastic and 
incapable of expansion. Thus Land Revenue (which is responsible for nearly 
half the present aggregate income of the Provinces) is permanently fixed 
in some Provinces, while in others it can be reassessed only at fixed 
intervals, which in some cases are as much as 40 years. Excise, the second 
largest provincial head, may with a recovery to normal conditions show 
some return towards the figure of 1929-30 (namely, 19.44 crores*) included 
in the table given at page 215 of the Report of the Statutory Commission; 
but progress in this direction is always liable to be retarded by the tendency 
of local Legislatures to support schemes of restriction based on a policy 
of prohibition. With these general considerations in mind, we may now 
turn to tilie first question arising, viz. what are the requirements of the 
first principle stated in paragraph 6 above, and how far is it possible 


£ millions 


M4-6 
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£ millions 


•42-17 

t84'65 

+•76 


§6 67 
112-06 


1f'04 


*•■46 


tl-4'6n 
SI 76 
§§3-63 
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to piovide, alter its satisfaction, for a surrender hy the Centre, oiilior in 
the piesent or in the future, of any part of the income which it can draw 
from the souices assigned to it? 

8 It would not lie useful to attempt any estimate of the pioTision re- 
qmied to satisfy the first principle of paiagiapih 6 except on the basis of 
existing conditions and modifications which can be clearly foreseen For 
instance, ciedit cannot he taken for fundamental loductious m the scale 
of Defence or for new taxes which cannot be expected to mateiialiso in the 
immediate futuie and the yield of which is problematical. In approaching 
the expenditure side of the cm rent Central budget, it must again bo 
emphasised that the figuies shown repiesent the I'esult of severe economies. 
The piiiiLipal item, Defence Services, stood at 56 23 crores* net 10 years ago, 
and the fall to 46 20t net is due largely to lotienchnient, though also 
[to the extent of about 1 ci’orej) to the fail m conmiodity ipnces— .a factor 
which may piove to be temporaiy The piesent budget figure is legaided 
by the Military authoiities as barely satisfying the noinial requirements 
of the Aimy at iLs piesent strength, for it has involved the depletion of 
stoclis of supplies and the postponement of building and other progiammos 
The next laigest head, Debt Sei vices, already reflects & substantial pro- 
portion of the possible savings by conversion, so that the range of possible 
dociease in the ueai futuie is limited 0ml Administration has already 
been heavily reduced, the figure of 3 76 cioi€S§ net repiesenting a decrease 
of 21 eioresil in foui years The expendituie side of the Cential budget 
ceitainly appeals to bear out the Finance Member’s description of “ fi.no 
cut.” Furthexmore, theie are certain more or less visible increases to be 
accounted for The complete restoration of the pay cuts would cost lathor 
moie than IJ eroresf (excluding Railways) We aie here ooiisidoiing only 
items thett can be foreseen apart from the fedeialising oi the Centre j 
the possible additional cost of the new constitutional maohinery duo to 
Federation will be considered in a later paragraph The only offsetting 
factor in pio&pect appears to be the gam of .6 more*'* thxough ciuugiug 
the Provinces with the cost of their Audit and Accounts at piesent paid 
for by the Centre On the whole, it seems improbable that obhgatoiy ex- 
penditure will declme in the next few yeais, and even possible that it will 
rise slightly above its present level 

9 Cleaily therefore the resources reseived to the Centre must conlmuo to 
produce no less revenue than is at present available Any maigin ior 
transfer to the Provinces must arise either from a highex yield of the 
existing taxes and an impiovement of the non-tax sources, or Irom the 
opening up of new sources of levenue An examination of the potentialities 
ot impiovement m existing souices is not easily reduced to concrete figiiies, 
but one oonsideiation is of relevance Non-tax receipts, especially from 
the “ commercial ’’ departments, have declined heavily under the influence 
ot depression The extent ot this declme is shown by a oompaiison ot the 
figuies at page 215 of the Statutory Commission’s Report' which took credit 
for 625 croiestt from Railways and 2 35 cioiest] from Opium In spite 
of economic depiession, tax lates have been so enhanced as Lo give an actual 
inciease of orei 3^ croies this has involved very high lates and a .siiiiin 
Winch it IS diificult to maintain An improvement m the position is de- 
pendent on woild economic recovery, to which India may be expected to 
Tract as rapidly as almost any countiy, lailway leceipts, for instance, have 
on previous occasions shown great resilience to a sudden recovery in trade 
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conditions, and it has jiisb been shown how important a part they can £ miUiona 

hoa: in the total Ceiiti a1 receipts On the other hand, there are some rather 
moie ponderable advei.se factors to he considered Firstly, unless and until 
lecovery takes place, the position is bound to remain somewhat precarious. 

Thus the tiade balance depends on gold exports, a discontinuance of which 
would affect India’s power to ffnauoe imports and make serious inroads on 
Customs revenue Secondly, whethei or not there is an early recovery, the 
lollowing points must be noted Customs receipts are already being heavily 
reduced owing to the effect of a protective tariff in stimulating a rapid 
growth of the white sugar industry, while the high protective duty on 
pioce-goodh may also produce a deterioration in receipts Currency receipts 
would be reduced by lather more than 1 orore* per annum in the early , . 
yeaiB of the proposed Reserve Bank, pending its development of full profit- 
eainiiig capacity Keceipte from Opium (now 63 croiet net) may be ex- [..47 
peetod to vanish after 1935 owing to the pohcy of restricting exports 
Moieover, the separation of Burma would occasion a net loss to the Centiol 
budget of from 2 to 4 croiesj— the exact amount cannot be stated as several Tl 6 to 8 
important questions have yet to be settled, but this seems a safe estimate 
of the probable range. Thirdly, the scope and rapidity .with which the 
effects of recoveiy would be felt are subject to further limitations Some 13 
crores§ of revenue in the current budget are attributable to the recent §9 75 
“ emergency ” surcharges on Customs, Taxes on Income, and Salt A re- 
duction m the present high rates is generally considered desirable, and 
presupposes a veiy consideiahle economic recovery if the present yield is to 
be maintained at lower lates Again, although recovery ^ould bring about 
an appreciable improvement in receipts from " commercial ” depaitmentg, 
yet in looking at the levels attained in the years of comparative prosperity 
it must be remembered that the Railways now bear heavier interest charges 
than m the previous period, their reserves are heavily depleted and must 
piesumably be lestoied as conditions improve; and even the present un- 
satisfactory position i& arrived at after benefiting to the extent of nearly 
1 ^- croresll from pay cuts The Posts and Telegraphs Department is also |[l■13 
in a less favourable position owing to the burden of revised salaries. To 
summarise the Cenbial revenue position therefore, it may he said that, 
without a geneial trade recovery, the position is not only precarious but 
liablp to some deterioration With trade lecovery, the Central position will 
rapidly improve, but the exact measure of improvement is not predictable, 
and it IS not until we have seen the earlier stages of recovery that we 
shall he able to determine the extent of the additional resources on which 
we can count. 

10 As regards immediate prospects of opening np new sources of revenue, 
theie is nothing to be added to the conclusions m Chapter 111 of the 
Federal Finance Committee’s Repoit These were that a Central excise dnty 
on tobacco giown 01 manufactured m India oould not be relied on to yield 
any substantial revenue in the near future, that an excise duty on matches 
was a practical pioposition and might yield 2^ croresfll in British India, but gg 
that no immediately reliable sources of new revenue could he detected m 
the direction of other excises, monopolies or special treatment of certain 
stamp duties Though the Central Government (whether Federalised or 
not) may be compelled to make the attempt to raise fresh revenues by 
means of new excises, yet it is possible only to conclude that the excise 
on matches is the sole new tax which can now be taken into account as 
an immediate leinforeement of Central le venues. 
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11 Summarising the , position at the Centre, H may broadly be stated that 
everything depends on world economic recovery, and the factors have been 
given which will be likely to operate on bhe rapidity or extent to which 
Central finances will react to recovery. Moreover, in estimating the 
practicability of utilising any future expansion for the benefit of the Pro- 
vinces, it must not he overlooked that the reserve power required by tbo first 
principle enunciated in paragraph 6 above has to be established; in other 
words, that a repetition of depression cannot entirely ho ruled out of the 
reckoning. The conclusion may be stated in general terms as follows. The 
position of the Centre is at the moment such -that it has great difficulty in 
meeting the obligatory demands of Central expenditure, demands which are 
not in themselves easily susceptible of further reduction. An improvement 
would therefore be required before it could make the provision required for 
the satisfaction of the second principle as stated in paragraph 6 above, the 
cost of which will now be discussed in paragraph 12. A further much more 
substantial improvement would be required before it would be in a position 
to provide funds for the satisfaction of the larger requirements of the 
third principle stated in paragraph 6 above. 

12. Turning now to the provision necessary to satisfy the second principle, 
issues are raised which have occasioned much controversy in the past. The 
financial settlement following the passing of the Act of 1919 placed consider- 
able additional resources at the disposal of the Provinces and thus depleted 
the finances at that time available to the Centre. This was adjusted by 
levying fixed sums by way of “ contributions ” from the Provinces (except 
Bihar and Orissa); the method of assessment of these contributions gave 
rise to much debate and to some contention both between the Provinces 
and the Centre and between Provinces themselves. It was finally decided 
to assess them on the amount of the additional levenues which the settlement 
made available to each Province. As a result, the Provinces which contained 
industrial centres complained that the assignment of income tax to the 
Centre deprived them of revenues earned or collected in their Provinces, 
leaving them only fixed or unexpanding heads of revenue. Those' which 
produced commodities on which an export tax is levied (such as jute) or 
material on which an excise is levied (such as oil) complained that the 
assignment of those taxes to the Centre deprived them of sources of taxation 
which were legitimately provincial. The agricultural Provinces (x)mplq,ined 
that the contribution levied from them did not take into account the need 
for worfsing up to standards of administration which previous circumstances 
had made possible for more devekped Provinces; and they were also inclined 
to resent the burdens which, in their view, a protective policy thrust upon 
them, largely in the interests of industrial Provinces. The contributions 
were remitted with early effect in the case of Bengal; and the improvement 
of Central finances, due partly to the gradual reduction of Defence expendi- 
ture to more normal levels and partly to the resilience of customs and income 
tax receipts to the increased taxation imposed in 1922-23, permitted the 
complete extinction of the contributions of the remaining Provinces in 
1927-28. Though this left the Provinces as a whole with larger resources, 
there remained inequalities -between the standards of administration which 
those resources permitted. That disparity in standards was, in fact, a result 
primarily of historical developments and of the inequality of natural condi- 
tions. Thu?, the permanent settlement of land revenue which obtained in 
some Provinces was less favourable to the development of income than settle- 
ments which could in other Provinces be revised in accordance with the 
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increase of cultivation or tliG rise of prices. Again, the possession of sources 
of water supply had enabled some Provinces to improve their resources more 
rapidly than others less favourably situated. (For example, in 30 years the 
Punjab has brought about one-third of the cultivated area of the Province 
under irrigation from State canals.) The resultant disparity in standards 
is illustrated by a statement given in the Report of the Statutory Com- 
mission (Vol. II, p. 223) 1 — 

Table II. 

(1) Expenditure per head of population accordiny to 1929-30 Budgets 
in rupees j and 

(2) Bensity of population per scpmre mile. 

United Bihar Central 

Madra Bombay Bengal Pi ovinces Punjab Burma and Orissa Provinces Assam 

(1) Rs. 4-1 8-2 2-5 2-7 5*5 8-6 1-8 3*7 3-9 

(2) 279 156 608 427 21)7 56 409 139 143 

13. It was bhe general conclusion of the Statutory Commission that it 
would not be feasible to undertake now a radical readjustment of Provincial 
finance on a basis which would allow of an equalisation of standards as 
between Provinces. It is almost impossible to evaluate the different factors 
necessary to such an operation, such as the character of the population, the 
claims of urban and rural interest, or the effect of differences in administra- 
tive methods which have been evolved over a long series of years; nor is it 
likely that a tribunal could be found the judgment of which would satisfy 
the rival interests of the Provinces. In any case, the narrow range of 
finance available seems to leave not alternative to proceeding at present on 
conditions as they exist in an attempt to satisfy immediate needs. It will 
presumably be regarded as axiomatic that the position of no Province should 
he worsened under the new arrangements. There remains the question of 
implementing deficit budgets, firstly of the existing Provinces, and secondly 
of the Provinces which it is now proposed to create. The Federal Finance 
Committee attempted, in paragraph 11 of their Report, to forecast the 
probable future position of each Province under more or less normal con- 
ditions in the future. The result is reproduced in Table III below. As a 
guide to immediate prospects, however, the figures of the 1933-34 budgets 
(also given below) are more strictly relevant. These, it should be noted, 
represent the position arrived at after severe retrenchment in some, though 
not perhaps all, Provinces. 

Table III. 


Province. Federal Finance Forecast. 1933-34 Budgets. 

(Surplus -f ? Deficit — ). (Surplus ; Deficit — ). 

Ba. crores = £ naillion Bs. crorcs = £ million. 


Madras 

- -20 

Bombay 

- -65 

Bengal 

-2*00 

United Provinces ... 

-1- *25 -f *19 

Punjab 

+ '30 -f- -22 

Burma 

(No estimate; 

Bihar and Orissa ... 

- -70 

Central Provinces ... 

- *17 

Assam 

- -65 

North-West Frontier 

(No estimate) 

Province. 


- -16 

-1- -04 

+ -30 


- -49 

- -28 

- *21 

-I'JiO 

-b *04 
+ '61 
-h *26 

-2*19 

4- *30 
-f *38 
-f *20 

-1*64 

- *58 

- -14 

- -n 

- *13 


- *02 

— *02 

- *49 


- *35 
-b -04 

- *26 
- -OS 


+ -55 -4*37 4- *41 -3-28 
Or deducting Burma and N.W.F.P.... 


x *85 -3*02 -f -lU -2*27 
-j- -59 -2*98 -f -44 -2*27 
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£ million# 14. It is claimed by the Frovinoes now iu deficit that they are more or 
less permanently in that state, even at the present reduced scale of expendi- 
ture. It is also probable that the sum of their deficits is not likely to be 
*2-26 much less than the present 3 crores,* while the Federal Finance Committee’s. 

f3'88 forecast of about 4^ croresf may perhaps represent an upper limit. It. 

must be remembered that a complete remission of pay cuts in the Provinces. 
+1.13 would cost nearly U croresl in a full year and that additional expenditure- 
on Accounts and Audit (mentioned at the end of paragraph 8 above) would 
§*45 amount to about .6 crore.§ Moreover, increased Provincial expenditure 
on new Constitutional institutions cannot be less than an annual charge of 
II '38 ^ crore.ll For the purposes of the present survey it would be safe to assume 

|2*25 to 3 that deficits of not less than 3 to 4 croresH are to be expected. This, however, 

is a mere working hypothesis, and it will not -he possible to .state the exact 
sum necessary to obviate these deficits until an examination of the facts has 
been made by some competent authority, which should, it is suggested, take 
account only of actual commitments, and not of general needs or projected 
programmes of expenditure. It may be noted that there are certain out- 
standing questions of accounts between the Provinces and the Centre referred 
to in the Percy Committee Report, of which the pre-Reform irrigation debt 
may be taken as an illustration. The accumulated deficits of certain Pro- 
vinces also constitute an “ overdraft ” of considerable size on the Centre. 
It is desirable that the adjustment between the Centre and the Provinces 
should now be final, and it may perhaps be indicated to the authoriby above 
mentioned that it should make recommendations which would .secure this 
result. Finally, there are the requirements of the new Provinces of Sind 
and Orissa to be implemented. Estimates of the amounts involved are given 
in the Appendix to the Report of the Third Round Table Conference on 
Federal Finance fpp. 60-61 of Gmd. 4238). For about seven years Sind 
**•60 would require .805 crore** per annum, and during the succeeding eight years 
it -is anticipated that the amount would gradually be reduced to zero. Orissa 
ft*21 is likely to require .285 crorett at first and .35 croreJI after about 16 years, 

tJ*26 Against this may be set the probability that the separation of Sind would 

leave Bombay free from deficit, and that the surplus position of Madras 
would he slightly improved by the separation of Orissa. Altogether, it is 
possible that the provision required for deficit and new Provinces may 
§§8 and 8 -75 amount to between 4 and 5 crores.§§ 

15. It is necessary to consider whether this provision must come entirely 
from the Centre. Provincial revenues are more stable than Central in the 
sense that they react less quickly to general causes such as economic depres- 
sion, but they are consequently likely to respond less quickly than Central to 
nu improvement in general conditions. For these reasons it is difficult to rely 
on the possibility of economic recovery so increasing the yield of provincial 
resources as to supply the funds required to meet the immediate shortcomings 
described in the preceding paragraph. The possibility of raising revenue 
from new sources was examined by the Federal Finance Committee (Chapter 
III of their Report). They concluded that Provincial taxation of tobacco 
was not likely to provide much new revenue in the near future, though 
eventually it might be useful; that succession duties and the taxation of 
agricultural income (in addition to land revenue) are so controversial as to 
he unreliable in planning for the future; and that terminal taxes would have 
to he strictly safeguarded, and should not be regarded as a normal source of 
revenue. It was their general conclusion that “such provincial taxes as 
apiiear to lie within the range of practical politics in the immediate future 
cannot be relied on to yield any substantial early additions to provincial 
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reveiiuos.” It seems to follow that the fulfilment of the second princiiplo £ j^illions 
enunciated in paragraph 6 above must depend very largely on the ability of 
the Centre to make over the requisite funds. The review of the Centra I 
position which was concluded in paragraph 11 shows that the discoveiy of 
the necessary margin depends on the initial recovery of tlie Central position. 

Even a decision to defer the institution of the two new Provinces would not 
appreciably alleviate the situation. 

16. Assuming, however, that funds will at some time bocomo available for 
the satisfaction of the second principle of paragraph 6, it remains to discuss 
the metliods by which they should he distributed among the Provinces. The 
first method is the grant of subventions, whether permanent or terminable, 

The second is the allocation of the proceeds, in part or whole, of some 
Central head or heads of revenue, an addition to which is the grant of power 
to surcharge particular Central heads. There are really two stages to be 
considered in the grant of assistance to the Provinces, i.e., the initial stage 
of implementing deficits and the secondary stage of placing additional re- 
sources at their disposal which will allow of their future development (the 
third principle of paragraph 6). It will perhaps be agreed that the method 
of direct subvention is more appropriate to the first stage. At. this stage a 
logical distribution of particular heads on some principle such as that of 
population is likely to involve a greater draft on the Centre, because some 
benefit is almost certain to be conferred, where it is not essential. Perhaps 
the only obvious exception to this observation is afforded by the possible 
allocation of revenue from the export duty on jute. That may be repre- 
sented as based on considerations of convenience rather than of principle, 
in view of the peculiar position of Bengal. Its deficit is large, and will 
clearly continue. The allocation of proceeds from the duty on jute would be 
mainly confined to Bengal itself ; half the duty would cost the Centro about 
1.0 crores/ giving Bengal about 1.35, f Bihar and Orissa .1+ and Assam .05. § 

The chief apparent objection to subventions is the evident breach in the ft *01 
general principles of provincial autonomy which they involve. On the other +‘08 
hand, their claim is strong when finances are so straitened, while some breach 
in the autonomous principle seems inevitable even on the alternative plan, 
since it seems necessary that any of the present Central taxes, even if dis- 
tributed, must form the subject of uniform Central legislation. Some of the 
considerations affecting distribution on the basis of specific heads of revenue 
will’ be apparent from the succeeding paragraph. 

17. The third principle advanced in paragraph 6 has now to be considered. 

As already indicated, the provision of means for the future development of 
the Provinces must depend partly on their capacity to exploit iheir own 
rather restricted sources of revenue, but in the main must depend on such 
improvement in Central finances as will permit the assignment to the Pro- 
vinces of resources available in excess of the requirements of the first two 
principles. A further difficult field of enquiry is now revealed, and it will 
perhaps he convenient to state the problems very briefly as a series of ques- 
tions to be answered. Firsts is it feasible in present circumstances to lay 
down any scheme of dates which the distribution of resources should follow? 

The Federal Finance Committee concluded, in a slightly different connection, 
that in effect no prescription of dates at which the Centre could dispense 
with revenue was possible. The developments since they reported as 
reflected in the later facts quoted in this note, will perhaps be felt to con- 
firm this conclusion. Second, if this be agreed, what authority shall decide 
wlien the time has come at which assignment may properly commence, by 
what methods, and to what extent .p ^Conversely, if there be a programme, 
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wliat provision must be made for its suspension?) The difficulby of placing 
the decision on the Central Executive, -whether this is federaliaod or not, 
lies in the fact that the interests of the Centre and the Provinces may here 
be held to he in conflict. The alternative is an Order in Council, and there 
may he held to be justification for this in the fact that His ^fajesty’s Govern- 
ment would not merely he acting in an arbitral capacity, but -would bo con- 
cerned in safeguarding what must here be the dominant consideration, the 
stability of Central finance. Thirds on what basis should shares be allocated 
to the Provinces, and from what sources of revenue? This question raises 
highly technical issues and also imiDinges on the field of inter-provincial 
controversy to which allusion has been made in paragraph 12. 

The problem is complicated, contentious and difficult to state briefly, 
Arbitrary subventions will doubtless be recognised to be out of place in this 
connection. The method of permitting local surcharges upon Central taxes 
would only possess advantages if the basic rates on which such surcharges were 
founded -n'ere so moderate as -fco enable surcharges to be imposed at a figure 
lihely to yield real benefit to Provinces. The rates are at present too high 
to allow of any effective imposition of Provincial surcharges, and the method 
must be deferred until the position of the Centre permits of its adoption as 
one of the means by which a Central surplus can gradually he passed off to 
the Provinces. It would then have a definite value as allowing Provinces to 
vary (within prescribed limits) the pitch of their taxation to suit their own 
needs. In the meanwhile discussion must centre ohiefly upon the distribution 
of heads of revenue centrally raised. If it were decided to distribute the 
revenue from salt, no problem of great difficulty would arise, since distribu- 
tion would no doubt follow consumption; but hitherto discussion has, for 
various reasons, turned on the distribution of income tax. Here we at once 
re-enter the field of controversy regarding the claims of the industrial and 
agricultural Provinces, the former demanding that their position as main 
producers of this tax should he considered before any general distribution 
takes place. But apart from the counter-claims of the agricultural Pro- 
vinces, wdio base their claim chiefly on the needs of a large and backward 
population, there are serious technical difficulties in attempting to trace the 
geographical derivation of income tax. A reference to paragraph^ 59 to 75 
of the Percy Committee Report -will explain some of these difficulties and at 
the same time provide details of a suggested scheme of allocation iwhicli 
attempts to pay regard to both points of view. It is necessary -bo state There 
that expert examination of the basis proposed by the Federal Pinance Com- 
mittee reveals some practical difficulties in the application of its details, 
though these may perhaps not he found to be insurmountable. On the whole, 
perhaps the most hopeful line will be found in the distribution in the first 
instance of income tax, proceeding on an agreed basis which will recognise 
the incidence and the derivation 'of the tax, while contemplating tliat at a 
later stage we may proceed to the distribution of some indirect head of 
revenue, such as salt. 

18. Is it possible to go beyond this picture, in vdiich the uncertainties 
occupy so much of the foreground? One can only attempt greater precision 
with much reserve. The question with which Part I of this note is con- 
cerned is the introduction of provincial autonomy. It may perhaps ho asked 
why it is assumed that income must be increased in order to find the addi- 
tional sum requir^ to implement provincial deficits, since the expenditure 
is actually being incurred already. But it is being incurred against loans 
taken from the Centre, and in some cases at least there appears to ho some 
prospect that the Provinces may never be able to repay these “ overdrafts ” 
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wliic'Ti they have secured to finance their deficits. The constitution of the £iaiiiioii8 
Provinces as separate financial units on the one hand implies the ivithdrawal 
fram the Centre of any responsibility for the stability of provincial finance, 
and of any authority to ensure this ; on the other, it implies that Province-s 
must he placed in a position in lu^hich they can, without borrowing, meet 
their current obligatory expenditure, including the discharge of the service 
of loans already secured by them. Moreover, some part of the sum required 
(i.e., that needed for the new Provinces and for the new legislative institu- 
tions) represents an actual addition of new expenditure. 

19. It may be convenient to conclude this section with an attempt to 
evaluate rather more precisely than was done in paragraph 11 the general 
effect of the various factors to which reference has so far been made. So 
*far as the Centre on its present basis is concerned the Budget is balanced, 
but no weakening of Central resources in present circumstances seems per- 
missible. Before the first principle put forward in paragi*aph 6 could be 
regarded as satisfied it might be necessary to stipulate at least that the 
pay-cuts should be remitted (involving the provision of about li crore*) and *-94 
that the emergency surcharges should be withdrawn. The latter postulates 
that the amount of over 13 croresf at present attributable to the sur- t9’7& 
charges should, owing to economic recovery, be produced by taxes at un- 
surcharged rates. It may be assumed roughly that other prospective debit 
and credit items at the Centre will strike a balance. Thereafter the ques- 
tion of creating new Provinces, including the separation of Burma, has 
to be considered. For this purpose further improvement of the Central 
position would be necessary up to a point at which sums, the range of which 
may be placed rou^ly at 6 to 8 crores,! could safely be spared. It must + 4-50 to 6 
be realist that, even with this provision, some of the Provinces, and in par- 
ticular those which have effected drastic economies, will start off on a bare 
subsistence level. Whatever the precise value of these figures, it is in any 
case clear that some considerable betterment of Central finances, and on 
an assured basis, must take place before the Centre can make the surrenders 
necessary to establish the Provinces as independent financial units on such 
terms as will allow them to rest securely on tlheir own resources. 


Part II. 

20. It has been possible to deal separately with the financial adjustments 
rendered desirable by the creation of autonomous Provinces because the 
federalising of the Centre will not (save in respect of some items of compara- 
tively less importance which will be subsequently noted) itself involve any 
immediate change in the expenditure budgets of the Centre or the Provinces. 
Indeed, it may be found that the task of the Select Committee, in dealing 
with the financial aspects of Federation, will, owing to the exigencies of 
the financial position, have to be confined in the main to discussing certain 
important matters of principle pre-conditioning Federation, rather than 
adjustments of figures of a similar range to those dealt with above. 

21. It will be necessary in the first place to examine the present position 
of the States in relation to Central finance. The only direct contribution 
now made by the States to British India finances is the sum of .74 croTe§ 
shown in Table I under the head “ Payments from States.” These pay- 
ments have in previous discussions been referred to under the general name 
of “ tributes.” The Report of the Indian 'States Enquiry Committee (1932) 
shows that the sum of .74 crore§ is the aggregate of a number of payments 



12 


BECORDS OP THE JOINT COMMITTEE 


6° Julii, 1933,] The Financui iMPLTCATiONa of [Continwd. 
(1) Phovijicul Autonomy and (2) Feubiution. 


£ millions mostly secured by treaty, but various in origin. Some payments are due to 
specijBc causes, that is to say, they represent fixed cash contributions in lieu 
of the maintenance of a State army, whether under British or Indian State 
command, or in quittance of the grant of assistance by maintenance of 
foi’ces for the preservation of law and order in the locality of the State. 
Others represent tributes originally paid to other States but acquired by 
the British Government through conquest or lapse. Others again arc of 
a more general nature, repesentiug contributions in acknowledgment of 
sovereignty. There is no uniform system of “ tribute.” The list of con- 
tributing States is a long one, but the sums paid are of very unequal 
amount, one State (Mysore) paying as much as one-third of the whole, while 
many States, including some of the most important, pay no contribution ' 
at all. 


22. The Davidson Committee also dealt with another class of contribu- 
tion which, thou,gh it does not appear among the figures of Central receipts, 
is claimed to liave a common origin with “ tributes,” namely, the terri- 
tories “ ceded ” in the past to the British Government by five of tbo States 
in return for specific guarantees of military protection, in preference to 
paying a fixed cash “ tribute,” The grounds for treating such cessions as 
analogous to cash contributions lhave been fully discussed in Chapter IV 
of thu Committee’s Report, and the Committee of the Third Round Table 
Conference on Federal Finance accepted the view that some form of relief 
was required in respect of them (page 56 of Cmd. 4238). It was held that 
retrocession of the ceded territory was impracticable, and that the alterna- 
tive to retrocession would he the payment to four States of annuities 
amounting to .37 crore* of rupees. No calculation was made of the value 
of the areas ceded by Hyderabad as that State asked that tihe military 
guarantee for which it ceded territory should continue in being. 

23. The Davidson Committee further ranked as a miscellaneous contribu- 
tion ” the voluntary maintenance of State Forces, available for use on the 
mobilisation of the Indian Army. Here also no uniform system has lieen 
followed, and units maintained are unequally distributed between the States, 
The total annual cx-ienditure ii? said to amount to 2 crorcsf of rupeijs; but 
valuable as is this voluntary contribul inn to the military strength of India, 
the amount mentioned cannot be quoted for Uhe purpo.su of any financial 
adjustment, as it takes no account of the sums contributed liy the British 
Government through the supply of arms, &c., nor would State Forces, even 
where they attained a level of efficiency necessary for inodorii w'arfare, 
he necessarily required for purposes of genor.Tl defence. Tlun-i^ urn other 
minor contributions of a miscellaneous nature (railway ami cantonment 
lands, d'c.), which can be neglected for the present purpose. 

24. The Davidson Committee passed from the consideration of direct 
and indirect credit items to what are potentially debit items, do, scribed uiuler 
the terms “privileges and immunities.” Briefly, tlieso coiistiLuLo fiiiaiuiial 
advantages .which individual States enjoy, by Treaty or Agruoinont, in 
re,5pec‘t of certain sources of income which, under Federation, would norinally 
be at the unrestricted disposal of the Federation itself. Tims under a 
developed Federal system, all receipts from the salt monopoly would ariorue 
to Federal revenues; but certain States enjoy privileges in regard to manu- 
lacture or sale of salt, which have been valued at .38 crore T or if the 
special ease of Kathiawar and Cutcli be included, at .46 croro§ iimmallv 
Similarly, with regard to customs certain States enjoy by Treaty or Agree- 
ment advantages which are of great financial importance to tliem. ^Tlie 
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Committee examined these advantages at length hut found that, in the 
present unstable condition of trade and uncertainty as to the issue of dis- 
cussions still in progress regarding the interpretation of treaties, it was 
impossible to supply a reliable estimate of their future value for the pur- 
pose of buying them out. The value of the immunities enjoyed by 14 of 
the Maritime States amounted in 1931 to 1.80 crores,* but may since have 
decreased with the decline in imports. The adjustment of these advantages 
will have to remain for settlement during the process of negotiating instru- 
ments of Accession to Federation. It may he contemplated that if the 
demands made by individual States for compensation on extinction of these 
advantages involve too great a burden on Federal finances, it -trill not he 
possible to include those States in the Federation. 

25. These remarks have reference to the financial position of certain 
States as Governments. The subjects of most of the States make a sub- 
stantial, though indirect, contribution to British India finance on account 
of sea customs, Thus the Butler Committee (quoted in Statutory Com- 
mission, Vol. II, p. 271) suggested that the share taken by them of imported 
goods might .be reckoned at about 16 per cent, of the total consumption 
and the share of customs duty paid in the States has siuce been computed 
by a Government of India Committee at one-seventh of the total. There 
is also some indirect contribution through salt purchases, and a more 
indirect contribution through currency profits and profits of trading com- 
panies earned in the States but brought to account in British India. 
These figures were of some relevance at a period before Federation had 
come under discussion, since the States had then claimed that they were 
entitled to a share of the customs duties of which the incidence might rest 
npon their subjects; hut they are of less relevance now that customs, salt 
and currency receipts may be viewedi as Federal and not as potentially 
divisible between States and British India. On the other hand it is proper 
to remark that the States point out that they are also as Governments 
concerned in the receipts from customs duty. The States Governments 
import a considerable amount of railway, electrical and irrigation plant. 
They claim that by Treaty they are entitled to Defence .without any 
payment to the British Government (other than the Tributes paid by in- 
dividual States), and that this contribution to customs duty does in effect 
constitute such a payment. By entering Federation they would sacrifice 
the claim which they have hitherto advanced that they should receive a 
refund of these payments. 

26. The discussions relating to Federal finance at the Bound Table 
Conferences were long and intricate, and turned in part on arguments of 
a somewhat theoretical nature. Thus it was sought to redistribute proceeds 
of taxation on the assumption that the most appropriate field of Federal 
revenue lay in indirect taxation, leaving direct taxation to British India 
units. But, as the figures given above appear to shoiv, the receipts from 
income tax are (at ail events at the present) so far necessary to Federal 
solvency that their allocation to British India units would probably have 
to he only nominal. The latter would almost certainly have to pass them 
back to the Federal Government. Again, it was at one time sought to 
establish some difference between that portion of the Public Debt for which 
commercialised or similar assets exis-fc and that -w’hich is uncovered by 
assets of this nature. It was suggested that since, the Federal Government 
would take over the assets to .wdiich the first class of debt might he related 
it should properly be liable for the ser-rice of that debt, while the British 
India units should be liable for the second class, sufl&cieut income tax being 


£ millions 


•1*35 
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retained by the Federation to cover the relevant charges. Subsequent 
di^•cussion^ shoir that many debatable questions arise out of this proposition j 
in fact the suggested division is artificial and divorced from the realities 
of the position, since the public dtebt stands as a whole secured, not on 
definite assets, but on all the revenues of British India. It may certainly 
be arguerl that part of the uncovered debt has been inciUTed for all-India 
as disiinginshed from Biiiish India purposes. Difficulties, tliough of a 
somev’hat ciiiferent nature, arose from the attempt to discriiniuato between 
pension charges which could be considered properly as Federal or as Britt^h 
Indian, but here, as the charges, are rapidly diminishiug and it would lie 
alnio^:t mipos.sible to determine the proper incidence of pensionary charges, 
no useful purpose would be served by pursuing this line. Tliese sugges- 
iions were not fruitful of results because they did not in themselves aiford 
a means of sati.stying either the States or British India units that the 
real conditions which they envisage as necessary to their entry into Federa- 
tion could be fulfilled. 

27, These conditions may now be stated as follows. The States desire an 
a^'suiance of the solvency of the Federation before they enter it. This 
implies not only a present capacity to pay for existing charges, such as 
deienee and the service of pre-Federation debt, but a reasonable assurance 
that commitments to the British India units are not likely to place Federal 
finances in a position which will involve a future demand for increase of 
Federal taxation in order to maintain solvency. Such a demand might 
po^.=ii^J;y go beyond what could be met by increase of indirect taxation 
and thus involve a requisition for direct contributions in some form from 
State units. The Provincial units, on the other hand, are interested in 
seeing that the commitments to the Provinces are not unduly limited in 
the interests of Federal solvency. Moreover, responsibility for tlio future 
policy of the Federal Government, and the financial coiisoquonccs thevoof, 
will aud should be a mutual concern. The Provinces therefore are 
interested in obtaining from the States some recognition of the principle of 

equality of burdens ” in Federation. This does not necessarily mean 
that the States should make a contribution to Federal finance projiortiouate 
to that derived from British India. That would in any case bo difficult to 
calculate, because .we should have to .set off, inter alia, the iudeterminate 
amount of indirect contributions referred to in paragraph 25 above in 
some attempt to equate burdens with the still more indctcriiiinato factor 
ol benefits j and indeed, as the Davidson Committee point out, the true 
contribution of the States cannot be weighed in terms of money, since 
they put into the scales a portion of their own sovereignty. Bat tlie 
Provinces point out that the Federation, in taking over wbat !i.re now 
Central sources of revenue, would take credit not only for mvonuos derived 
from whai: may be considered es.seiitially Federal assets, such as customs 
and salt, but also revenues derived from a head such as incoino tax, wliich, 
but for the overriding necessities of Central finance, might noniially go 
in whole or part to the Provinces from which they are derived. As a 
reply to this, the States have urged that one of the chief contributory causes, 
of stringency at the Centre will be the erection of new and the c‘on tinned 
subsidy of existing deficit Provinces. For these the Statess have undertaken 
no responsibility, and they are not asking themselve.s for any sub.sidy oven 
to the poorest of the States. 

23. In ettect, a compromise solution must be found in tlio answers to 
the following questions. First, will the finances secured to the Ik'cleral 
Govorniiient be sufficient to meet the charges which it is kno\irn will fall 
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on it at its inception ? Secondly, will any contemplated assignment to tlie £ millions 

Provinces of shares of future improved revenues involve the likelihood that 

the maintenance of solvency in the future will place a direct burden on the 

States? Thirdly, is it possible to obtain from the States an agreement to 

pay some contribution which will recognise the position which has been 

put foiTvard above as that of the British India units? 

29. In seeking an answer to the first question account must be taken of 
the Central Budget as it will stand after making provision for deficit 
Provinces and new Provinces, for this will not have been the consequence 
of Federation, but of the institution of autonomous British Provinces. 

Some addition must be made for the charge which will fall on Federal 
finances by the establishment of a Federal Court, and the cost of the 
contemplated Federal Legislature over that now incurred on the Central 
Legislature; this has been calculated by the Government of India at from 
a to f crore* of rupees, though it is possible that the cost of this item may **38 ^ ‘66 
be somewhat reduced by the States paying their own representatives instead 
of allowing them to be paid from Federal revenues. Allowance must also be 
made for tbo charge winch would fall on Federal revenues if the States’ 
contributions described m paragraph 21 above were extinguished. There 
has been a general agreement that “ there is no permanent place for such 
exceptional and unequal contribution© in a system of Federal finance ” 

(paragraph 26 of page 90 of Cmd. 4238). The Round Table Conference 
auggestod that their extinction should be completed within 20 years, and 
that a moiety at least should be extinguished within 10 years; or^, in any 
case, that the whole should be extinguished in a period not longer than 
iJiat during which the Federal Government would complete surrender to 
the Provinces of the share of income tax which it was then proposed it 
should necessarily relinquish. (Reasons have been given above for holding 
that it may not now be feasible to consider a surrender of the same extent 
or within bho proiiosod period.) The sum of .74 croret representing the >j -56 
“ trilmtcH ” would in any case be reduced by the amount of the “ immuni- 
ties ” enjoyod by tlie individual States paying tribute. (See for fuller 
explanation paragraph 443 of Report of the Davidson Committee.) It 
should bo empliaisisod in this connection that though British India is 
concerned witli the aggregate of State contributions and immunities, the 
StaUss must oiiti'r Fedora bion as separate units; the debits of one State 
ciiiinot ho sob otf against the credits of another, and a balance sheet will 
bo retjiiirod in the case of each individual State. The resultant cost to 
U’odoriil linanco will have to be determined by further examination, but it 
will ho l<‘ss 'Lhiiii tiio .sum of .7-1 croref now’ credited to Central revenues. +-28 
l^rovisiDii liiis also bo ho made for the credits to certain States on account 
of codoil biTiitDi-.v (piua graph 22). The estimated amount of .37 crore; 
wouhl ho reduced hy the value of any immunities now enjoyed. Though 
the aiu't'pbam'C of these ehunis might constitute a condition precedent to 
entry L(i Fcdorntioii, it might perhaps bo decided to spread their actual 
sails! acLion ovei- a iieriod of some length. Moreover, since these contri- 
butions aio at |>K'seut an integral part of the resources by which the 
solvency of British India i.s prc.sorvod, it will probably be contended by the 
Provinia's that any broach in that position as a result of their remission 
can iiaixlly ho cliargod to British India alciio and should fall in part on 
Federal rovcinies. This argument, it i.s true, may find a reply from 
the States that the triliiiti's arc duo to the Crown and not t-o British India 
(see D'avidNOn Report, paragraxAi 37) and that the cost of the new Pro- 
vinces alone ex(‘eiMls the amount to ho remitted on account of t^butes and 
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cedeJ As rejiiirilb tiic treatment oi: other immunities and priri- 

lei^es io:iX‘r tlio^e ';^’hich come into account as a set-off against the 

extuictiou Of '■ tributes " or credits for ceded territories) someirhat different 
conr'iaerations appiy. The general principle, applicable throughout^ was 
exat*."d hy Federal Fnance Committee of the Third Round Table Con- 
tcrenco (Report, paragraph ilP) as being that “each State coming into 
Federation dia’ili, as far as pO'iSible, assume liability for an equitable 
portion of Federal expenditure.” This general principle is one which will 
no doubt be brought before the Joint Select Committee for discuseion; 
but. as suggested in paragraph 24 of this note, the final detailed treatment 
of the complicated questions arising cannot substantially affect the Budget 

it T.’ili apijear at the inauguration of Federation. 

3(1. If, however, the cousiderations advauced in Part I of this note are 
correct, the creation of autonomous Provinces will not he possible until 
there has been a considerable betterment of Central revenues; the charges 
referred to in the preceding paragraph will impose an additional demand 
which .wiii i;resu{j;yONc a bomeA-iuit larger Central balance as a preliminary 
to Federation, even though the gross amount of this addition may he reduced 
by spreading out the period for the extinction of tributes or payment for 
ceded tt^mtories. Even, however, if imiiroved conditions make it possible 
to discharge these combinod obligations without actual deficit to the Central 
budget, the States may possibly jire&s that the Centre can only be said to 
have arr'ved at that state of ‘'solvency” which justifies Federation when 
the improvement recorded siicli as to leave some margin for safety within 
the region of Central finance. 

31. As to the sceoncl question proposed in paragraph 28 the considerations 
advanced in Part J of this note point to the conL-lusion that any assignments 
contemplated in ravour of the British India units must be viewed as the 
premise of future draft.s on a Federal surplus; that surplus can only come 
to hand at a further stage of recovery in advance of the initial stage which is 
required to satisfy the conditions precedent to Federation. It is here pos- 
sible -only to make the point that the facts revealed regarding the present 
Central position may dispose the States to press that any assignments to 
British units now laid down for future operation shall be on a scale com- 
patible rather with the requirements of Federal stability than with the 
desires of the Provinces ; they are likely also to lead them to scrutinise care- 
fully the character of the authority empowered to decide when the assign- 
ments shall become operative (paragraph 17 above). It is further pertinent 
to emphasise here a conclusion which is implicit in previo-us paragraphs, 
that in making assignments it will be necessary to make provision for the 
proper “ balance” of Federal finances. The alienation of an undue share 
of sources of direct taxation (e.g., income tax) would leave Federal finances 
at a di^sadvantage if indirect sources (e.g., customs) were affected hy trade 
depression or by a protective policy, even admitting that some part of the 
loss resulting from a successful protective policy would be made good by 
increased receipts from income tax. This is a consideration of importance 
to the maintenance of Federal solvency, but it is not purely financial. It 
is essential that the Federal (jrovernment, in discussing tariff policy, should 
he able to weigh the results of that x>olicy on its general finances and must 
have adequate control over both sources of income, direct and indirect, in 
order to give effect to its policy. 

32. Xu regard to the third question propounded in paragraph 28, the 
Provinces may contend that the general claim put forward by British India 
units (paragraph 27) .would be reinforced by the suiTcnder of tributes and 
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tie payment of annuities of ceded lands. That loss would not hare accrued 
to exist’cp: British Indian retenues as the result of constituting autonomous 
Provinces: it is incidental to the institution of Federation; and, though the 
relief granted will admittedly accrue to the benefit of individual States, yet 
British India ;inits might perhaps press for a contribution from the States 
as a whole equivalent to a loss which has not been due to the requirements 
of British India units. There may be some hesitation on the part of non- 
tributary Staces in accepting the principle of this claim; but the contention 
of British India would to some extent be met by the agreement of the 
States recorded at the Third Round Table Conference (paragraph S of the 
Report of the Federal Finance Committee of the Conference of 1932). The 
States have throughout been opposed to the application to them of any 
form of direct taxation, but they then agreed (though with some dissentients) 
to assume the burden of a “ corporation ” tax (i.e., tax on profits of com- 
panies) as from the date on which the Federal Government would complete 
surrender to the Provinces of the share of income tax which the Conference 
proposed to assign to them. It must be mentioned, however, that this 
agreement was linhed up with the condition that a satisfactory yield from 
taxes on income is permanently assigned to the Federation.’’ That con- 
dition takes us back to the answer which can be given to the second question 
(paragraph 2S), and does not refer to the particular argument given in the 
earlier part of the present paragraph. The agreement was also subject to 
the condition that, the assessment on the companies having been made, the 
State may raise the amount due to the Federal fisc by any method it may 
choose, and not necessarily by the actual levy of the tax. This condition 
would avoid direct taxation, though it is perhaps useful to note that circum- 
stances might be held to require that in the interests both of companies and 
of Federal finance, assessment should be made by an agency of the type of 
that now employed on the assessment of this tax in British India, and that 
some arrangement s^uld be made for hearing assessment appeals by an 
authority of a type similar to that now available to companies assessed in 
British India. 

33. It is not easy to assign a precise value to the benefit which Federal 
finance will receive from the payment of a “ corporation ” tax by the States, 
hut it will clearly not be considerable. Its importance lies rather in the 
concession of principle. Indeed, although the adjustment of tributes, 
immunities, and the like, are of the greatest political importance, and the 
concession of a corporation tax also possesses its own value^ these questions, 
even if satisfactorily settled, will not have any decisive bearing on the solution 
of the main difficulty described in Part I of this Note. That solution must 
be found in the rehabilitation of Central finance; Federation, even on the 
most satisfactory terms, will not itself assist in its achievement. 


Paet III. 

34. It may be useful to summarise here the proposals of the White Paper 
for dealing with the allocation of revenues. It will be seen that while 
retaining for the Federal fisc the major and exclusively Federal heads of 
revenue such as Customs and Railway receipts, it provides that, as regards 
a second class, namely, salt, Federal excises (e.g., oil) and export duties 
(e.g., jute), the w’hole or part of the net revenues derived from any one or 
more of these sources may he assigned to the units, while in the case of the 
export duty on jute the assignment to the producing units would be com- 
pulsory and would amount to at least 50 per cent, of the duty. As shown in 
paragraph 16, Bengal would on present figures receive about 1.35 crores,’" 
19356 B 2 
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revf.mc, viz., di-'atli duties, terminal taxes on railTray-borne gcmds or 
pasieuj^ers; stamp duties subject to all-India legislation at the timo of 
federation, taxes on mineral rights and personal taxes on capital other than 
land; the Federal Legislature n’ould determine the basis of distribution to 
Provinces. In the main these taxes represent only potential sources of 
income of which it is not at present possible to estimate the benefit, and 
they citimot be taken into account in estimating the position now or in the* 
immediate future. Ti is also proposed that the Federation shall be empowered 
to impose and retain a surcharge on such taxes for Federal purposes. 
Paragraph 139. 35. The major addition proposed to the existing provincial resources 

consists in the allocation of a share of not less than 50 per cent., but not 
than "5 per cent., of the income tax. excluding the tax on profits of 
CO.; an-i i -tcir.diiig als.j sums derived from taxes on emoluments of 

Paragraph 14o. Fc-.'.'.j.l urf.cws or tuxes collected in areas federally administered (Delhi, etc.). 

Ti-. cx..'-*: I:; .re will ':e by Order in Council, which will he laid 

beloic Pari.nn:en: for approval, k «/’heuie is laid down for progressive 
surrender of this source of income, to be completed in 10 years after the 
coiumeiK-enieut of the Coiiacitutiou Act: but the process of surrender in 
whole or part may b? deferred at his discretion by the Governor-General, if 
he considers, after consultation with Federal and Provincial Finance 
Ministers, that the continuance cf the process for the time being would 
endanger the finQueial stubility of the Federation. It may be mentioned 
§12*91 out of the proseut income tax revenue or 17.^ crores,^ approximately 

11'3'G3 ^ c‘iKii'€S;l represciit corporation tax and income ra*: on the emoluments of 

Federal oIBcers or attributable to federally administered areas. Of the 
f7*88 remainder, 10-1^ crores^ would come for distribution under the proposed 

**2*-t4 sY-teni of sharing with Province?, the balance of 3+ crores*-* being ranked as 

a Federal surcha'i-ge, as will pre'^onily be mentioned. The amount of each of 
these items would be reduced by about one-eighth if Burma were separated. 
pMagraphl41,- The Federation would have power to impose for its own benefit sur- 
' cliarge? on the iiitome tax. and no part of these surcharges would go to 

tlie British India or State units. While such surcharges were in operation 

carM .v.ate member of the Federation would, unless it had agreed that the 
Ft’derai income tax should, extend to the State, contribute to Federal 
re^'ena{-5 a sum to be assessed on a h:isi- prescribed by Order in Council. 
A' an exci-ption to this, nc contribution would he required from the States 
ii the !j resent emergency surcharge (which would rank as Federal) were 
Paragraph 142, force. Finally, it is proposed that the Federal Legislature should 

be empoweivd after an expiry of 10 years after the commencement of the 
Conititution Act, to extend the coi^oration tax to the State members of 
the federation. Thin may, if the State prefers, be collected directly from 
the State and not from the companies concerned. (On this see paragraph 
32 above.) 

37. The Appendix attached gives certain figures which, though only 
i.pproximate, may be found of some use in an attempt to evaluate the 
financial significance of the White Paper proposals relative to the Central 
Government's position as sketched above. As regards these proposals, dis- 
cussion will no dor.bt be mainly directed to the proposal to leave income 
tax as a Federal source, while assigning a certain share to British India 
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units, to the proposed extent of the assignment, and to the proposal to fix 
dates, as from the commencement of the Constitution Act, for the operation 
of the assignment. A second point will be the proposal to make compnlsory 
the assignment to certain Provinces of a fixed portion of the jute duty; a 
tliird wiU be the measure to which the levy of a corporation tax (in the 
manner proposed) will meet the claim of British India for a States* con- 
tribution to Federal finances. But apart from any questions of this nature 
which may arise in consideration of the scheme as set out in the White Paper, 
or indeed of any scheme involving surrender of Central revenues, it may be 
felt necessary to examine the fundamental questions whether financial con- 
ditions are such as to affect any assumption we may make as to the date oil 
which provincial autonomy can be introduced; and further, .whether we can 
assume such further general recovery as will enable us now to plan out the 
lines of a Federation on terms which will satisfy the States on the one hand 
thar their financial future under Federation is secure, and British" Indian 
units on the other that under Federation they can hope to obtain the funds 
to which they look for development. In considering these questions, the 
assumptions made in paragraphs 19 and 30 regarding the extent of the 
requisite improvement in Indian finances will, if accepted, have an im- 
portant bearing. Attention is also invited, in this connection, to the second 
half of paragraph 00 of the Introduction to the White Papfer,* and to the 
Secretary of State’s remarks in the House of Commons on 22nd February 
last.t 

“ His Majesty’s Government attach the highest importance to securing 
to the Federation adequate resources, without which the Federal Govern- 
ment cannot ensure the due fulfilment of liabilities upon which must 
depend the credit of India as a whole. 

‘‘ A possibility -which cannot he dismissed from consideration is that 
economic and financial conditions might on the eve of the inauguration of the 
new Constitution be such as to render it impracticable to supply the new 
Federal and Provincial Governments at the outset of their careers with the 
necessary resources to ensure their solvency. If, after the review con- 
templated above, the probability of such a situation should be disclosed, 
it would obviously be necessary to reconsider the position, and it might, 
inter alia, be necessary to revise the federal finance scheme contemplated in 
these proposals.” 

T '‘Having made these two general observations, let me take my hon. 
and gallant Friend’s points in order. He says, first of all, that the state of 
Indian finance Avill nofc admit of setting up a Federal Government at the 
centre. I agree .with him that the state of Indian finance, much im- 
proved as it is, is not yet as satisfactory as we should desire. I agree witJ; 
him further, that if an attempt is made here and now to finance the 
Federal centre, and finance at the same time autonomous Provinces it -will 
be very difficult to find the money. I do further say that it is impossiTJTe 
for us to-night to forecast the exact position when the act of Federation 
takes i:>lace. I further say to him, and I hope this may to some extent 
reassure him, that I do not suppose anybody here, or indeed in India, will 
be prepared to bring Federation into being if it is quite obvious that the 
Federation will be insolvent. My own vie-w, which is supported by many of 
my expert advisers, is that the Federal (Government would not cost sub- 
stantially more than the existing Central Government, and that the problem 
of adjusting finances between the centre and the Provinces is much the 
same whether Federation is set up, whether Provincial autonomy is started 
or w^hether we keep the centre as it is now.” ’ 


20 


EECOKDS OF THE JOINT COMMITTEE 


Juliif 1933.] The FixAxmL Iaipeications oe [Continued. 
(1) Pp*otocial Acttonomy and i2) Fedeiiation. 


APPENDIX. 


(1) White Papbe Proposals. 

(a) Beteriorntion, Rs. crores—£ million 


(i) Cost of new or enlarged constitutional machinery 

(ii) Alienation of half jute export duty (present yield) 

(iii) Subventions to deficit and new Provinces (addi- 

tional to (ii)) 

(it) Alienation of income tax (assuming Burma not 
separated): — 

(n) 50 per cent 

C<) 75 per cent 

Iv'l Settlement of States’ excess contributions 

(b) Iuliji'O'cc inf nf. 

(i) States' payments under corporation tax or sur- 
charges 


(2) Central Bhdget. 

(a) Bffrt'ioration. 

(i) Loss of opium receipts 

(ii) Decline in customs... 

(iii) Loss of currency receipts 

(iv) Restoration of civil and military pay cuts 

(v) Separation of Burma 

(b) Improvements. 

(i) Excise on matches 

(ii) Other new taxation (small) 

(iii) Improvement under loan charges (small! ... 

(iv) Saving under Accounts and Audit 

(c) Other factors refardintj effects of rtcovenj. 

(i) Withdrawal of emergency surcharges 

(ii) Restoration of railway pay cuts 


Say 1 

•75 

U 

1*13 

Say 2^ 

1*88 

About 5^ 

3^94 

About 8 

6-00 

About 1 

•75 

( ? ) 



•6 

•45 

( ) 


Say 1 

•75 

About U 

•94 

Say 3 

2-25 

About 2i 

1-88 

( ? ) 


( ? ) 


•6 

•45 

About 13 

9*75 

About 

•94 


ON INDIAN CONSTITUTIONAL REFOEM 


21 


Statement by the Secretary of State for India on the 
subject of Federal Finance. 

Sir Samvel Eoare: My Lord Chairman, this is one of the most difficult 
and cTjii^plicated questions that we have got to consider. It is difficult in 
itseli, hut it is made ten times more difficult by the conditions in which 
we approach it. Obviously, with the state of the world as it is, with the 
financial and economic uncertainties that face us, it is extraordinarily 
difficult to make even general estimates for the future. 

Now, my Lord Chairman, there have been many inquiries into the ques- 
tions that .we are here to consider this morning. There was filrst of all the 
inquiry carried out by Sir Walter Layton on behalf of the Simon Commis- 
sion. I think my colleagues 'wiU agree that there is no more comprehensive 
chapter in the whole of the Report of the Simon Commission than the 
chapter dealing with Finance. Then, after that, came a series of inquiries 
carried out either by the Round Table Conference itself or by the Percy 
Committee of the Conference. I suppose that there was no question that 
gave us more trouble or took up more time in our deliberations in London, 
and there was no more complicated inquiry connected with the constitutional 
proposals than the inquiry which was made by Lord Eustace Percy and 
his Committee in India. Since then we have had a constant interchange 
of communications between the India Office and the Government of India, 
and between the Government of India and every one of the provincial 
Governments. I make this preliminary observation for the purpose of 
showing to the Committee and tlie Delegates that from the very first we 
have fully in ve.sti gated the difficult problems connected with Federal Finance, 
and never, from the beginning, have we ^ffiirkecl tlie formidable isMioi that 
they create. My Lord Chairman, with this great mass of material, this 
series of inquiries, and this flood of statistics in which we have been in- 
volved now over many months past, it seemed to you that it would be well 
to have an objective summary made for the use of the Committee’s dis- 
cussions. You and I had some talk upon the subject, and it seemed to me 
that the best thing that I could do to carry out your desire and to meet 
what I believed to be the wishes of the Committee and the Delegates as 
a whole, was not to put in a memorandum from the India Office but 
rather to ask Sir Malcolm 'Hailey to take all the material that is at my 
disposal and with his experience, quite a unique experience, both as a 
former Finance Member of the Viceroy’s Council and as the Senior Governor 
in India, who has been Governor of two of the greatest provinc-es in India, 
to ask him to make such a summary and to have it circulated to the 
Committee. The figures in the summary are all taken from the official 
documents, and the India Office and the Government of India take full 
responsibility for them. Apart, however, from that, we have left Sir 
Malcolm Hailey absolutely free to present the statement* iu his own way 
as he thought fit. The document, my Lord Chairman, is before the Com- 
mittee to-day, and I think we should all say that it is a very full and 
comprehensive summary; and, speaking for myself, 1 would say it is just 
the kind of mernorandum that we needed if our discussions are to Ije iu- 
structive discussions in the future. My Lord Chairman, not only is it a 
very comprehensive document, but it is a document, I claim, that does not 
shirk any awkward facts; it puts the whole case before the Committee- it 
does not make light of the financial difficulties in the way of, progress, and 

* Memorandum entitled “ The Financial Implications of (1) Provincial 
Autonomy and (2) Federation. 
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it ignores none oi the a-wkward problems that are connected with the ques- 
tion. ily Lord Chairman, I imagine that the fii*st impression left upon 
crerv Member of the Committee and upon every Delegate is a rather de- 
pressing impression. There we see set out in all their nakedness the awkward 
financial facts connected with the G-orernment of India to-day and the 
Government of India of to-morrow. Let me allude to one or two of them. 
Let me take, first of all, the case of the provinces. There, my Lord Ohair- 
Dian, you will see, if you look at the figures, connected with the setting 
up of provincial autonomy, Sir Malcolm Hailey comes to a general conclu- 
sion that the expenditure involved may be something between 6 and 8 crores 
(see para. 19 of Sir Malcolm Hailey’s memorandum). If you analyse the 
figures you will find first of all that about three-quarters of a crore is 
needed for the overhead expenses -of setting up the new provincial machinery ; 
that is to say, the cost of the provincial legislatures and the cost of the 
electorates (including J crore for new machinery of government in the new 
Provinces of Sind and Orissa), Next there is another figure of about half 
a crore that is involved by the provincial governments taking over certain 
expenditure that now borne by the central government. Then there is 
a ir.rther figure ui from two to three crores, assuming that Burma is 
sep!u*ated from India; and lastly there is a figure of from three to four 
crores that w'ould Im? involved if the provincial deficits were to be removed, 
and the provinces to be set up upon a self-supporting basis. This includes 
the provision of resources to cover deficits that would othenwise arise in the 
areas ui Sind and Orissa on their being constituted separate provinces. 

That comes in all to a figure of between 6 and 8 crores. My Lord Chair- 
man, that looks a very formidable figure, and I will come to analyse it 
in some greater detail in a moment or two; bnt let me pass from the 
provinces to the Federal centre. I think you will find that the expenditure 
lor the Federal ceutro is a figure of about 2-4 crores. Of this about J crore 
is for fresh expenditure on the legislature, etc. The other item is a 
figure of perhaps 1’, crore? which would be a temporary budgetary loss on 
the establishment of the Reserve Bank, due to the proposed diversion of 
currency profits to the building up of the reserves of the Bank. When 
these have hoyn built up currency profits should again accrue to Govern- 
ment ill the shape of surplus profits of the Bank. In actual practice the 
building up of a banking reserve ought to have some effect upon the 
method by which the Indian Federal Government deals with its sinking 
funds. If they get better credit at one end, they might possibly make 
some alteration in their sinking fund arrangements at the other. We also 
have to remember that there is the complicated problem of States tributes, 
ceded territories and “ immunities ” which was so fully investigated by 
the Davidson Committee. Part II of Sir M. Hailey’s memorandum includes 
a review of the subject. For the moment it is only necessary to bear in 
mind that the •ult'imate cost to federal revenues of these adjustments is 
likely, after a period of years, to reach about 1 crore a year. 

Now, niy Lord Chairman, all that looks a very formidable state of 
affairs, and the question arises as to whether there are any countervailing 
factors that ought to be taken into account. First of all there are certain 
countervailing factors, but they are of such an uncertain character that it 
is veiy difficult to know what reliance to place upon them. There is, 
however, one fact that is beyond doubt and contradiction, and that is a 
factor Thai must not be forgoten when we approach these broad issues, 
namely, that Indian credit is steadily improving. I do not linger on 
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that point at this stage, hut it is a material factor in our general con- 
siderations. Next there is the fact that, anyhow judged by past experience, 
India responds more quickly than almost any country in the world to an 
upward movement in the economic field. India being dependent to a great 
02 :tent upon primary commodity prices, responds equally quickly when 
commodity prices fall and when commodity prices rise. Thirdly, there is, 
1 believe, still opportunity for economies to be carried out in certain fields 
of administration in India, particularly provincial administration, and lastly 
tliere is the fact — or perhaps 1 should sa 3 ' there is the ho,pe (I do not put 
it higher than that at this moment) — that as a result of the proceedings 
of the capitation Tribunal, the Tribunal that was to analyse the ex- 
penditure of Great Britain and India for the defence of India, which has 
finished its deliberations, and out of those deliberations might eventuate 
(I do not put it higher than that) a contribution of some kind towards 
the defence exipenditure of India; but, my Lord Chairman, I quite admit 
that anyhow two or three of those factors are uncertain factors, and that 
we muit come to a much closer analysis of the figures. We must base our 
reasons upon ranch more definite data if we are to say that the picture 
painted by Sir Malcolm Hailey in his summary’ is not as black as appears 
at first sight. 

Before proceeaing to further analysis of the position as I have so far 
deecribed it, I will digress in order to give some figures regarding the 
public debt of India, which are, of course, important in relation to the 
credit of India. The total obligations of India are 1212 orores. Of this 
amount 705 crores are held in India and 507 crores in England. The 
division into remunerative and dead-weight debt is as follows. Remunera- 
tive debt—that is debt represented by interest-bearing assets, railways for 
instance in particular — is 969 crores. Not so represented 206 crores, leav- 
ing a small sum of 37 crores that is held in cash and bullion. 

Sinking fund provision, of which the aggregate amount is calculated with 
reference to the whole debt, is nearly seven crores a year. 

Now, my Lord Chairman, I return to the analysis of the position already 
set out. I think two significant facts emerge from the figures. The first 
fact is that the greater part of this deficit, call it, if you will, from six to 
10 crores, is due not to the setting up of the Federal Government in the 
centre but to the settiijg up of autonomous provinces upon a self-supporting 
basis. 1 would lay especial emphasis upon this fact, that by far the greater 
part of the deficit is due not to the setting up of the Federal centre 
but^ to the setting up of the autonomous provinces upon a self-supporting 
basis, R second fact that emerges is that a very small part of 

this deficit, take it if you will at the highest figure, say, of 10 crores, 
is due to actual fresh expenditure. If you analyse the figures you will 
find that, apart from a comparatively small sum, namely, about three- 
quarters of a crore, for setting up the new machinery in the provinces, 
and a figure of about the same amount, namely, about three-quarters of 
a crore for setting up the Federal institutions in the centre, the rest of 
this amount is not fresh expenditure^ at all, and it is due in the main to 
two changes in the allocation of the revenues of India, namely, first of all, 
the change, supposing Burma is separated from India, of leaving Burma 
two or three crores that it now contributes to the Indian Central Govern- 
ment. Secondly, it is due to a figure of about the same amount, some 
two crores, that is necessary whether changes take place in the constitu- 
tional field or whether they do not, to put a stop to the permanent 
deficit in Bengal and the permanent deficit in Assam. 
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Xu'-r. ii:;' CliuiTiuan, wliat are the conclusions that I dratv from 

Tli'j;’'.' I’iCii:’? The first concljsion that I draw is that the greater part of 
till,- 'ii:: t.7 10 r^rores is needed anyhow, whether we make constitutional 
' or v.'iietiier we do not, that the greater part of it is needed for 
the prov‘nc-es uji a self-supporting basis, and that in my view, 
whether cor^iitiitioual ciuniges arc made or whether they are not, it is 
urttentlv i;ece'"'ary in the interests of the Central Gorernmeiit and in the 
interests <>[' a great xjrovince iike Bengal to bring to an end a system of 
finaucj thr.t leaves Bengal in a state of iiormancnt deficit and allows its 
finance,*, to get deeper into a iiopelc.ss slough. 

My L^ rd Chairman, tlie second coiieluaion that I draw from this analysis 
U that ir the state of the world does not get better, if we still go on with 
conjiiooity prices either at their present level or actually falling, not only 
does ir n.ake any change almost impossible hut it makes the existing system 
of Inriian finances almost equally impossible. We shall then have to re- 
ad, iusc our whole system of finance in India to meet the state of affairs 
with which we sliall be faced. Let me emphasise this point, fhat if the 
state of the worid does not improve the problem of the present Govern- 
ment iu India is almost as great as the problem of any Federal Government 
ainl any amo»; anions Provincial Governments, and we have got then, in 
that event, to readju-jt our ideas to these new conditions. But X would ven- 
ture to urge that in the meanwhile, my Lord Chairman, the wise course is, 
fir'll 01 ah. tn go on making our plans, to make them as reasonable and as 
secure as we can, hut frankly to admit the fact that if the state of the world 
dc»es not improve we may have materially to readjust them; and, secondly, 
I think it is most important to emphasise the fact that, so far as we can 
seo. for qu'ie a luiiiibev of years to come, there is no 'oran'iie to divide up in 
India between the Centre and the Provinces. The fact that does emerge, 
anyhow, in my mind a? defimt-^fly aa any other ia that for some years ,to come 
the Central Government, whether it be the present Government or whether 
it he a Federal Goverhir.ent. will need substantial ly its present resources if 
tbe credit of India is to ''e inaintaiiied and if its financial obligations are 
to be met. I would, thezviore, venture to impress upon my friends amongst 
the Indian Delegates who particularly represent Provincial opinion at this 
Conference, that, with the he&t will in the world, if we are to have a stable 
Central Government, if Indian credit is to be maintained, and if Indian 
commitments are to be met, there is no sum at the moment to be divided 
up amongst the Provinces other than, say, a part of the jute tax or some 
such payment of that kind for dealing with the very exceptional position 
of Bengal. In saying this 1 do not in the least overlook the fact that in 
any ''fmain-i't plan lor tlie division of resources it is necessary to bear in 
ni::id ihat the requirenienis of ihe Provinces are almost unlimited while 
tiioi.* iac-Lat sources of revenue, and in particular land revenue, are in- 
expaus-ve, vviereas the present central sources of revenue are more elastic 
heads and the fiald of ex].end:ture is, in the main, well defined. I would 
veutni’£‘ 10 suggest, with deference, my Lord Chairman, that if that conclu- 
sion is 'jorrect, it points once again to the Provincial Governments using 
everv p<j?si.de economy iu their administration, and (I know very well 
what great efforts inany of them have made) to look at the problem again 
in ’iicw 01 wha: I have said and to see whether they cannot still further 
ecnr-Oiii.>e in certain branedes of their administration. I think it also points 
It I may make this suggestion both to the Committee and to tihe Dele- 
gat — ^to this, that in all our discussions on which we are going to embark 
in the vhole field el the Ccnstitutional proposals, we should keep constantly 
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in mind tlie fact that there is very little money to ‘go round and that we 
must keep the lowest possible limit on any expenditure that may be needed 
by Constitutional changes. I think in the course of our discussions we 
mufct lr»ok with even more meticulous and closer attention to every aspect 
of the Constitutional proposals from that angle. Now, my Lord Chairman, 
I have spoken, in the main, in general terms, but I hope I have said enough 
to show, first of all, that there is very little money to go round; secondly, 
that if the economic state of the world does not improve we must readjust 
our views generally to the whole problem of Indian Revenue and Indian 
expenditure ; thirdly, that the main cause of the deficit shown in Sir Malcolm 
Hailey's Summary is a deficit due, not so much to any Constitutional 
changes, as to the system of Indian finance generally. 

Let me end, my Lord Chairman, by sajing, even after painting the 
picture a,s blackly as it has liecn painted, that we can congratulate ourselves 
upon India, as a whole, being financially— uncertain and black as the 
picture is that I have just painted— sounder than most of the countries 
in the world. After all, my Lord Chairman, we are balancing our Budget. 

The budgetary position has responded to the gi*eat efforts made to deal 
.with the serious deterioration which resulted from the world-wide economic 
depression. 1932-33, according to the Revised Estimates, closed with a 
surplus of Rs.2.17 crores; and the Budget for the current year, in spite of 
a partial restoration of cuts in pay, pro\ides for a small surplus. 

The continued improvement which has taken place in the credit of India 
is evidenced by the fact that, for example, the 4^ per cent, sterling Stock 
19o0-o5, which in September, 1931, was quoted as low as 61, had risen by 
May, 1932, to 91, and now stands at about 106, Another manifestation of 
the stronger financial position has been the great progress made, during 
the last year or so, with the repayment and conversion of short term debt, 
both rupee and sterling. ’ 

■ efforts that we have made in the Provincial Administrations 

m the last year we are going, as I believe to show that, at the end of the 
year, filiere will he very few Provinces— peuhaps no Provinces other than 
Bengal and Assam in a state of deficit, and that upon those facts we can 
well congratulate ourselves. The wise course, I suggest to the Committee 
to-day, in view of these facts, is that we should keep them constantly in 
mmd,^ but that they should not debar us from proceeding with our Con- 
stitutional plans, and that we should keep in mind the fact that there 
is no government in the world, either the Indian Government or the British 
Government, or any other Government, that can accurately say, in the 
uncertainties of the world, what the state of its finances is going to he in 
11 months’ time. We must go on hoping that there will be a turn for 
the better m the world, and we must rely upon the fact that we have 
always assumed, in our previous discussions in the Round Table Confer- 
ences, that we can never make definite estimates until the last moment, 
and at the last moment there must be an expert Inquiry into the financial 
position uuth a view to readjusting that positron, if readjustment is 
necessary, to the conditions of the time. 

My Lord Chairman, I hope I have stated, in general terms, the main 
lactors that have impressed themselves upon my mind. 


(19356 (1)— 60) Wt. 1141—379 1000 7/33 P. St. G.335 






X a 


UNREVISED 



JOINT COMMITTEE 

ON INDIAN CONSTITUTIONAL REFORM 


RECORDS 

of the Joint Committee on 

INDIAN CONSTITUTIONAL 
REFORM 


Die MartiSy i8° Juliiy 1933 


Ordered by The House of Lords to be Printed 
gth May, 1933 

Ordered by The House of Commons to be Printed 
iSth July, 1933 


LONDON 

PRINTED AND PUBLISHED BY HIS MAJESTY'S STATIONERY OFFICE 
To be purchased directly from H' M SIATIONERY OFFICE at the follcywing addresses 
Adastral House, Kingrsway, London, W.C.c; ico, George Street Edinbur^ph s 
York Street, Manchester i; i, St. Ardretr's Crescent, Cardiff 
IS, Doncgall Square West, Belfast 
or through any Bookseller 


1933 

Price id. Net 

•L. 79(111) 

.C. 112(111) 




Statement made to the Joint Committee 
and Delegates 

by The Eight Ho.v. Sib SAMUEL HOARE, Bt., 6.B.E., O.M.G.. M.P., 

S£t:EET-VRY OP STATE FOE IXDIA, OX TUESDAY THE 18 tH JuLY. 

My Lord ChairmaNj 

J would like to make au oljserration about wbat bas been happening 
outside the Committee during the last few days. I have noticed that both 
in India and here, certain answers that 1 have given have been taken 
out of their contest, and have been used by our critics to imply that my 
general attitude is very different from what it really is. I was very 
con&cious of the danger of a situation of this kind when I offered to give 
evidence to the Committee. Obviously, when I am freely and unreservedly 
ansvreriug CiUestions upon every conceivable detail connected with the 
Constitution, there may he many isolated answers that T give that might 
be put into more cautions language. I have i)urpos€ly adopted the line 
of telling both Members of the Committee and Indian Delegates exactly 
what IS in my mind, and 1 havf taken the risk of my answers being traduced 
in this manner. Mliat I wish to say to-day is that I hope every reasonable 
person ooiside this Boom, whether in India or whether in England, will 
treat niy evidence as a whole and will net sink to an attempt to make 
Party capital out of an isolated answer, one way or the other. I feel it 
necessary to make that statement this morning in view of some of the very 
gross misrepresentations that have found their .way into the Press as a 
result of onr discussions. 


The following observations were then made ; — 

Sir Tej Baliodur Sapru : M 3 Lord Chairmam will you just allow me to 
say one word. I am very glad that Sir Samuel Hoare has made this state- 
ment, because during the last few dat’s telegrams have been appearing 
from India in the London Press which have caused us much anxiety. I do 
not know in what light the evidence of Sir Samuel Hoare has been 
represented in India, but it is time that Sir Samuel Hoare did utter that 
warning, and I am glad that he has uttered that warning this morning. 

Mr. ZafruUa Khan: My Lord Chairman, 1 associate myself with what 
has been said by Sir Tej Bahadur Sapru. There is not the slightest doubt 
that we must take the whole of the evidence of the Secretary of State 
together. He is not nearly half way through his evidence yet. There is 
also not the slightest doubt that sometimes a series of questions directed only 
to one aspect of one particular matter are likely to create, when taken 
by themselves, a particular impression which may not be correct. I have 
also no doubt that when the time comes we shall place our various points 
of view before the Committee, and the evidence will then lie appreciated 
in its proper light. In the meantime, I associate myself with the hope that 
no capital will be sought to be made out of particular portions of the 
evidence in any way whatsoever, because that would create difficulties for 
The Committee in the discharge of their onerous duties. 



0 


EECOEDS OF THE JOINT CO^IMITTEE 
OX INDIAN CONSTITUTIONAL EEFOEM 


IS- Julii, 193-'L] Statlaiexv M’.dl to tke Joixt Committee [Continued. 

AND Delegates. 


.iui^Ujv CiiCUubtrltiiti : Aly Lcrcl Chairman^ may I add a wordr I am 
iUTG till:: the Alemher-i or the Committee trill desire to express their 
.v'xpatiiV ’.vita the Secretary of State. The Secretary of State has taken 
■1 rery a:iii=ual ail'd indeed, I think, au unprecedented course in offering 
Jiimself as a ^Vitne^s hefore this Joint Select Committee, and meeting of 
Indian Delegates. It is a course requiring some courage, but of immense 
help to the Cuinniittee in it? deliberations. The Secretary of State, 1 am 
''ure, "R’ili have the support of the Committee, and though T have not the 
same right to speak for the Indian Delegates, I iini sure of their support 
also in condemning any attempt to tivist his anstvers for ulterior purposes 
or to represent him ns other than he has been throughout — a respon.sible 
Alinister defending a considered proposal to the best of his ability and with 
very great success. 
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Memorandum by the Secretary of State for India 
describing the nature of the problem which arises 
directly and indirectly in connexion with the proposals 
in the White Paper relating to High Courts (paragraphs 
168—175 of the White Paper). 

THE JUDICIAHY— HIGH COURTS. 

(Paragraphs 163-175 White Paper.) 

Iniroductort. 

The Machinery for the Administration of Justice. 

An adequate appreciation of the authoritative position which the High 
Courts t occupy in the administration of justice in India implies some 
acquaintance with the organisation of the subordinate civil and criminal 
judiciary, which is the machine over which they preside. The iDicture pre- 
sented is not that of a judiciary composed of individual judges drawn from 
the Bar and severally responsible for the state of business in their respective 
Courts. It is nearer the truth to regard the Indian judiciary as an official 
corps organised under the High Court with the twin objects of securing 
their judicial independence and maintaining their professional efficiency. 

By way of explanation it should be realised that the machinery for the 
administration of justice in ,a Province is an organic whole which may 
conveniently (neglecting local variations) be described by the following 
table : — 

Criminal side. Civil side. 

Magistrates with third class powers. Munsifs. 

Magistrates with second class powers. Subordinate Judges, second grade. 
Magistrates .with first class powers. Subordinate Judges, first grade. 
District Magistrate. District Judge.* 

Sessions Judge.* High Court. f 

High Court, t 

The High Court both on the criminal and civil side enjoys some original 
jurisdiction, but the bulk of its work is appellate. The other Courts in- 
dicated above are all Courts of first instance, but an appeal lies from the 
decisions of all third and second-class magistrates to the District Magis- 
trate, from all first-class magistrates (including the District Magistrate) 
to the Sessions Judge, and from the Sessions Judge to the High Court. 
Similarly on the civil side an appeal from a Munsif’s decision and from 
those of the lower grade of subordinate judge lies to the District Judge and 
from the higher grades of subordinate judge and the District Judge to the 
High Court. 

It will be understood that while there is one High Court for each Pro- 
vince, the rest of judiciary as described above is grouped by Districts, each 
District having a District Magistrate and a District Judge^ the former 
with subordinate magistrates and the latter with subordinate civil judicial 
officers under his control. 

* The offices of District Judge and Sessions Judge are almost invariably 
held by one individual, who is commonly described as “ District and 
Sessions Judge.” 

t For the meaning of the words “ High Court ” as used in this note, 
see paragraph 22 below. 
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The Suhordintife Criminal Judiciary. 

2. The criniinai judiciary is constructed on a plan uniform for all British 
India by an Act of the Indian Legislature (the Code of Criminal Procedure). 
That Act in its Second Part deals with the Constitution and Powers of 
Criminal Courts, prescribing the classes of Criminal Courts which shall 
exist in the Provinces, and assigiiintr powers to each class by specifying 
in a schedule tlie offences of which each class of Court may take cognizance. 
Further powers are assigned by particular Acts, Central and Provincial. 

The Code of Criminal Procedure^ however, leaves it to the Provincial 
Governments to provide the personnel required to man the subordinate 
criminal judiciary. At the stage of Sessions Judge a varying number of 
appointments are made direct from the Bar, though these have in most 
Provinces been few in number, but below that stage the personnel is pro- 
vidcMi (so far as honorary magistrates are not employed) by drawing upon 
the administrative cadres employed in the Provinces (the Provincial Civil 
Service). To varying degrees from Province to Province a distinction be- 
tween officers of those cadres employed upon magisterial duties and those 
eniployed upon administrative duties has been drawn j but, generally speak- 
iiig, the subordinate magistracy is employed also in administrative or 
revenue work as well as iu strictly judicial duties. 

The broad i-esult, therefore, is that all magistrates are drawn from depart- 
mental cadres, which they enter at the outset of their official career, and 
through which they pass by rising in due course from grade to grade and 
within grades, by siiriiiounting various efficiency bars." Progress depends 
partly upon seniority and partly upon professional efficiency. The clerical 
establishmeut of Criminal Courts is provided by the Provincial Governments 
from their subordinate services. 

The Siihurdinate Cicil Jud'niary. 

3. The Subordinate Civil Judiciary is organised by provincial legislation. 
The plan is therefore not necessarily uniform from Province to Province. 
In fact, there i^ a good deal of uniformity in general arrangement, but 
there are differences of detail. Certain classes of court are required to 
be set up. The jurisdiction of each is determined according to the pecuniary 
value of suit&, and that jurisdiction is supplemented by specific Acts which 
may assign jurisdiction according to other criteria. The provision of per- 
sonnel to preside over these court.s is generally left to the Provincial 
Gorerumeut, but in some Provinces for certain courts has been entrusted 
entirely or in effect to the High Court. But whatever the method, the 
feature common to all sy.stems is that the ]:ersonnel compose official cadres 
into which normally a man enters at the outset of his career and through 
which he passes over efficacncy bars and grnde distinctions. The cases in 
which officer^ of these services are employed on work other than strictly 
judicial work are comparatively few. 

CviitroJ of the Subordinate Judiciary. 

4. These arrangements are part of a system which recognises that sub- 
ordinate courts, civil and criminal, m India, while preserving their judicial 
independence, require a degree of administrative superintendence and control 
nukiiown in England. The judge or magistrate in charge of each court 
makes periodical return', of the state of business iu his court, which are 
revii-wed by ihc Di'.tnct and Sessions Judge and by the District GMagistrate 
at shorter, and by the High Court at longer, intervals. All courts are 
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reofiiiiirly iTi.'peeLecl, find at least in some Provinces one o^r more judges 
c? ill'’ Hi'ili Conit "0 on tours of inspection round the courts in the 
Province. In the conr-o of all this, presiding officers are criticised, com- 
nieii lerl or leprlinanded. There are efficiencv bars to be passed and grade 
promotions awarded. Transfers must be arranged, leave granted and 
provided for. and there are al«^ matters of discipline. 

Jt will npppar later how much of this administrative control, which Is 
voiy considerable in amount, and very important in nature, is exercised 
by the High Coiirr. l\lnch of it has been devolved upon the Court by 
Sti't 't?: a crert dcpl exercised by less formal arrangement with the 
Pr * > V i r ci a 1 G cvern m e u t , 

Tite Peovtxcial High Courts. 

Z. IL i‘' CT-.nvenieiit to examine the proble’n of the High Court from three 
5op.intc sianclpointR : — 

(i) the establishment of the Court, including its composition; 

(ii) the jurisdiction, powers and authority of the Court ” ; and 

(iii'l its maintenance — i.e., the financial provision required for the 
salaries of the Judges, the pay of the Courts subordinate establishment 
and the provision and upkeep of its buildings. 

Tile Iasi of these heads will he discussed separately later. The first t-n'o 
broadly c-over the field of the Letters Patent under which the High Courts 
are established, and are to be found stated as well in section 106 of the 
present Government of India Act. 

Composition and Organisation. 

6. The constitution of High Courts is to a certain extent determined 
by the specific provisions of the present Act, but is also governed by the 
provisions of Letters Patent. Provisions of the former nature, namely those 
which lay down the number of Judges and their qualifications, are, broadly, 
not alterable by any Legislature in India. But the Letters Patent as they 
stand are by their own terms subject to modification by the Indian Legis- 
lature (in the case of Burma by the Provincial Legislature). So far, there- 
fore, as the constitution of a High Court depends upon its Letters Patent, 
the constitution is variable by Central (in the case of Burma by Provincial) 
legislation, 

7. Th*’ effect of entry 28 in List II of Appendix VI of the White Pajicr 
is to exclude matters affecting the constitution and organisation of a High 
Court from the competence of Provincial Legislatures, and there is no 
entry in List I vdiich puts these matters within the competence of the 
Federal Legislature, for, as will subsequently he shown, the terms used in 
item 63 of List I do not cover matters affecting the constitution and 
organisation of High Courts. Consequently, the proposals of the White 
Paper, paragraphs lGS-175, contain the only provision for the establishment, 
constitution and organisation of High Courts. These provisions entrust 
matters of this nature solely to the Act itself or to Letters Patent by the 
Crown, and consequently give no power to any Indian Legislature to alter 
the composition or organisation of any High Court as they will be laid 
down in the new Constitution Act or Letters Patent. 

8. The genei*al assumption underlying the proposals in the paragraphs of 
ihe Y\’hite Paper relating to the High Courts is that the existing provisions 
of the Government of India Act relating to the chartered High Courts 
(sections 101-113) will for the most part be repeated in substance in the 
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new Constitution Act without change, except to the extent that changes 
are indicated in paragraphs 168-176 of the White Paper. Briefly, those 
changes as proposed, nearly all -of which except the last relate to the 
constitution of the Courts, are as follows: — 

(i) That the tenure of Judges shall he during good behaviour instead 
of during pleasure (paragraph 169 and section 102 (1) ). 

(ii) That there shall be a fixed ago limit of 62 for High Court Judges, 
instead of the present practice, whereby an undertaking to retire at 
the age of 60 is obtaiiied from every Judge on appointment, no age 
limit being fixed by the Act (paragraph 169). 

(iii) That every Puisne Judge, or every pcrsoai ciualificd io be 
appointed a Puisne Judge, shall be eligible for the appoiiitincnt of 
Chief Justice. The present Act (section 101 (4) ) lias hcou legally inter- 
preted as rendering only barristers eligible for the olTice of CJhief 
Justice (paragraph 170). 

(iv) That the existing statutory reciuirement that at least one-third 
of the Judges of every High Court must be members of the Indian 
Civil Service and at least one-third must be barristers is to be abro- 
gated (paragraph 170 and section 101 (4) ). 

(v) That the salaries, pensions, allowances, &c., of Judges shall in 
future be fixed by Order in Council instead of as at present by the 
Secretary of State in Council (paragraph 171 and section 104). 

(vi) That Addibional Judges* shall henceforth ho appointed by the 
Governor-General in his discretion instead of by the Governor-Oenoriil 
in Council (paragrapih 172 and section 101 (2) (i) ) and that tlio same 
authority shall henceforth have power to fill acting appointments, 
whether as Chief Justice or Judges, instead of the Local Covormiiont 
(paragraph 172 aud section 105). 

(vii) That the Governor-General, i.c., the Federal Government, shall 
take the place of the Governor-General in Council ns the authority 
empowered to transfer areas from the jurisdiction of one High Court 
to another and to define their jurisdiction over British subjects sitnatod 
in parts of India outside British India (paragraph 174 and section 109). 

-hirisdiciioTij Powers and Authority. 

9. The phrase “ jurisdiction, powers and authority has a long history 
reaching back to tftie Regulating Act of 1773, and it is employed in sub- 
section (1) {a) of section 306 of the present Government of India Act io 
indicate, along wdth the power to establish a High Court, the whole scope 
of Letters Patent. The Letters Patent themselves indicate the dislinciion 
which ia to be drawn at least between on the o;io hand “ jurisdiidioii ” 
and on the other “powers and authority*’: the broad distinction seems 
lo be that “ jurisdiction *’ indicates juridical competence and “ powers and 
authority” administrative. The Letters Patent indicate, for instance, as 
regards civil jurisdiction, that that is a competence to try aud detonnine, 
whether originally or on appeal, matters arising in issue between ])artios. 
The criminal jurisdiction is a competence to try all persons brought hofore 
the Court in due course of law and, of course, to hear appeals from the 
orders of Courts exercising a subordinate criminal jurisdiction. The Letters 
Patent, however, do not set out to describe or specify the content of the 
jurisdiction. The law to be administered by the High Court is left Lo the 

* Additional Judges arc Judges appointed for a period as distinct from 
permanent Judges of the Court. 
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competent legislative authority in India, and the facope of the appellate 
poT\'er of the High Court is also left to the operation of existing legislative 
provision in India or to subsequent provision which in this respect, may 
hereafter he made by competent legislative authority in India. 

Jurisdiction. 

10. The present position is as follows : — 

In spite of the existing concurrent jurisdiction of the Legislatui'es in 
India, it has been held that the provision in the Letters Patent enabling 
only the Legislature of the Governor-General in Council to amend Letters 
Patent excludes the competence of a Provincial Legislature in any matter 
affecting a High Court’s jurisdiction. This, however, is not the ]>ositioii 
in Burma, where the Letters Patent differ from all others in granting 
iX)TV’’er to the Provincial Legislature to amend the Letters Patent of the 
Burma Court. 

Section 106 of the Government of India Act withdraws from the High 
Courts original jurisdiction in any matter concerning revenue, or the collec- 
tion thereof, but even this provision of the Statute is, owing to the opera- 
tion of the Fifth Schedule of the Act, amendable by the Oenti’al Legislature. 

Powers and Authority. 

11. The distinction made explicitly or implicitly in Letters Patent between 
“ jurisdiction ” on the one hand and “ powers and authority ” on the other 
is clear from the nature of the “ powers ” there- given. They include', for 
instance, powers to appoint officers of the Court itself; powers to admit 
advocates, vakils and attorneys, and to make rules for thoir qualification, 
removal and suspension; powers to regulate their own proceedings; and 
powers to delegate duties of a judicial, quasi-judicial or non-judicial nature 
to any Registrar, Prothonotary or Master, or other oflacial of the Court. 

Rut the powers and authority of the High Courts of this nature are much 
Wider than those described in the Letters Patent, and may conveniently be 
displayed under the following four heads, namely: — 

(i) Powers oonlerred by the Ge-vernment of India Act. 

(ii) Pow'ers conferred by Letters Patent. 

(iii) Powers conferred by enactments of the Central Legislature. 

(iv) Powers conferred by enactments of Provincial Legislatures. 

( 1 ) The poirers conferred ly the Government of India Act include those 
described in its 107th section, “ Powera of the High Court with respect 
to Subordinate Courts.” Tliis piower has usually been understood to be of 
a purely administrative nature, but certain High Courts have recently held 
that it confers upon them a wide juridical competence, and have further 
pointed out that it is uot a power amendable by the Indian Legislature, as 
it is not included in Schedule V of the Government of India Act. It is the 
intention on the present occasion to enact the substance of this section, 
but in such a form as to leave no doubt that it does not confer juridical 
juris-diction, bub administrative powers. 

Ill Proposal 175, it has been suggested that this authority slio-uld be subject 
to regulation by the Federal Legislature. But the suggestion made in the 
preceding sentence that the nature and scope of this authority should be 
laid down once for all in the Constitution Act itself would render a provision 
of tlie nature of paragraph 175 unnecessary. 
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(li) Fowcrs and authontij conferred hy Lcifrrs Patent , — Tlio doiails of 
these powers have been indicated above. Tlio While T^ii)er iLsclf voiitains 
uo provision for amendment of Letters Patent by any anlhorily in India 
and to this extent withdraws the powers at present eiijoytHl, in virlin^ of 
Schedule V to the Act and the Letters Patent fclicniselvt's, l)y the Cloiitrjil 
Legislature (and in Hurmaj the Provincial Logislatnro). Novortludoss, the 
individual powers and authority enjoyed in virtue of ilioir LettiM’s Patent 
by the High Courts would be subject to an extent not yoi o.xploriul to tbo 
jurisdiction of Legislatures in India act^rding as they nro covered by <mo 
entry or another in Lists 1, IT and Til of Appendix VI. Por instjuice, tbo 
powers of the High Court under Letters Patent in regard to the admiMsion 
of advocates, vakils and attorneys would be subject to any coinpileinie which 
might be placed in India to legislate for the constilution and control of 
the Bar or Bars. Another instance is the Higli CotirL’w ])()wor i,o dolcgato 
functions to Registrars and other officers of its own. 

(ill) Powers conferred hy Central legislation. — lnsianc(',s of lurtvors of this 
nature are to be found in the Crimiual Proeoduro Code aiul particnhirly, 
in a very wide form, in the second part of the Civil l^rocediiro Codo, jind it 
is presumed for the moment that these powers, as at present, will be subject 
to the eompeteuee of the Federal Legislature or, to the oxl.cn 1, to which tlioy 
fall in List III of Appendix VI, to the concurroiib coiiiim'Umkh* of the 
Federal and Provincial Legislatures. 

(iv) Powers conferred hy Pronneial LcgislutareH. — 'I'lic most prominent 
of these powers are those conferred in relation to ilie subordinate civil 
judiciary by Proviiudal Civil Courls Acts in eertiun Provinces; LIhih in 
Madras the civil suhordinato jndiciai'y of the Munsif olass arc appointed 
and controlled entirely by the High Court; in Ilie Punjab tin* High Court 
is given the power to nominate persons for recniiLiriciil as Siilan’dinatc 
Judge, whidi nomination must be accepted by the bocal (Jovi'cnmcnt. In 
other Provinces the position with regard to Miinsifs is tbo same as that just 
indicated with reference to Subordinate Judgffs in tbo Punjab. Bill, although, 
except to the extent just slated, the actual appomtiuont of Iho civil judiciary 
rests with tlie Provincial Cover mnenb, in nearly every case i.ln‘ opinion of 
the High Court as to appointinimt, transfer, proinoLion, cti!., ia taken and 
acted upon by the Local Govornmont. 

12. The impoj'tance of pawens derived from pnuiiicial legislation and from 
the Provincial Governments will be appareiiL in l/lnur I’cljitjon to the pro- 
vincial judiciary as an administrative iiiacliiue to wliicb allmition ‘Inis iwcm 
drawn in the opening paragraphs of this note. It may ho ad-ded that by 
convention also the High Courts are almost invariably conMuIii’d in r(*gard 
to the conferment of certain magisterial powers, such as llmso iiiKlcr s(‘ction 
80 of the Criminal Procedure Code. In eiloct, the wimlo tif I, bo civil judiciary 
and, to the extent indicated in the introducioi'.y porliim of Ibis nolc, tint 
criminal judiciary, form an administrative dnpartimmt under Lln^ High 
Courts; they carry out a regular inspection of the Suiierior District Conrls 
and, in some cases, of the Magistrates’ Courts; they prepare tlic Imdgi^L and 
control the contingent expenditure of the Civil Co arts; ilicy make recom- 
mendations to the Local Government regarding the promotion of the civil 
judiciary on an examination of their work; they issue a largo bfuly of juilcs 
prescribing the action of the civil judiciary in a variety of mattcTS such as 
questions relating to judicial deposits and payment of witnesses. Indeed, 
the judiciary in India is regarded as constituting a j>ii*ce of mac^Iiimu’y the 
efficiency of which is maintained by day-to-day control and supervision by 
the High Court. 
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13. I’he maintenance of this control nniinpaired is regarded by many as a 
matter of essential importance. If that view is endorsed by the Select Com- 
mittee, it will be necessary, in drawing np the Constitution Act and the 
schedules thereunder, to ensure that the legislative powers to be entrusted in 
this respect to the Provincial Legislatures arc so defined as to safeguard this 
position. 


Maintenance. 

14. The most important aspects of the problem of maintenance of the High 
Courts arc financial. The salaries and other allowances of the judges them- 
selves (proposal 171) will be regulated hy Order in Council and will be met 
by non-voterl provision (proposal 98), They, therefore, do not fall within the 
scope of entry 28 in List II. The more important matters which fall within 
the scope of that entry are the provision of buildings required for tlie Court, 
of the necessary clerical establishment and of the numerous miscellaneous 
matters classed as “ contingencies.'’ The effect of the White Paper proposals 
would be to leave all these matters to be regulated by the Provincial Ijcgisla- 
ture and Government, but to enable the Governor (proposal 98, sub-section 
(3)) to certify, after consultation with his Ministers, the sums required for 
these expenses of the Courts and thereby to remove them from the vote, but 
not from the criticism, of the Provincial Legislature. 

Federalisation or. Peovincialisation. 

15. If the question be asked whether the White Paper federalises or pro- 
vincialises the High Courts, the answer must be given separately under each 
of the preceding heads under v.ducli tlio incidents of tlie problem Imve lieen 
described. So far as compo-sition and organisation of High Courts is con- 
cerned, the White Paper neither federalises nor provincialises. It removes 
questions of this nature from the competence of either the Federal or the 
Provincial Legislature and entimsts them to Parliament b.y amendment of the 
Constitution Act, or to the Crown by issue of Letters Patent or Orders in 
Council. 

16. As regards jurisdiction in the wense of juridical competence, the pro- 
posal is that the power to regulate juridical jurisdiction should follow the 
power to regulate the substantive law to be interpreted. This proposal has 
been accepted by the Governments in India as natural and logical and, 
indeed, seems to find support in section 5 of the Colonial Laws Validity Act 
and in general principles'^ accepted by the Privy Council. 

17. As regards powers and authority, it is proposed to make the general 
administrative authority of the kind now conferred by section 107 of the 
Government of India Act neither Federal nor Provincial, but to lay down its 
nature and scope and to confer it upon the Courts once and for all in the 
Constitution Act itself. Particular powers and authority will be conferred 
upon the Court and regiilattd by the legislative authority which has com- 
petenco in the matter to which they refer. For instance, all powers and 
authority which the High Courts may exercise under Provincial Civil Courts 
Acts will be Provincial; those which they exercise under the Code of Civil 
Procedure or the Code of Criminal Procedure, both of .which fall in List III, 
will be Provincial or Federal according as the legislation undertaken is tha't 
of the Pro^'incial or the Federal Legislature. The powers at present enjoyed 
])y courte.sy are, of course, not regulated by the jjroi'iosals of the White Pa[)er. 

* Tu/hj V Lanulols, 5 App. Cas. 116; 49 L.J.P.C. 37. 
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18. As regards maiiitenance, the proposal is that this should be oiiLirely 
a Provincial matter, but it is pi*oposcd, as already slahml, to give the 
Covenior a personal authority to certify, after eousuUution witli his 
Ministers, the amounts which he thinks are requirctl for tho expoiLses 
of these Courts. 

Itl. These proposals as regards powers aud maiutonanve Lake a<-CH)Unt 
not onl 3 " of the necessities of administration, but also of the eoiiditicnis 
which the new Constitution is likely to sod up. In Mn‘ liglit of imst 
experience it is suggested that the Federal G^u’crunKoit will lack tho 
requisite local knowledge to enable thorn to disdiarne Llio fi-ir-lioip^ now 
assigned to the Provincial Governments in the case of all High Courts 
other than the Calcutta High Court. (Tl;e relations which have liiilu'rto 
existed between the Government of India and tho Calcutta High Court 
are duo partly to historical reasons and partly to tho fact tl^ni that 
Court serves two Provinces.) To restrict the compotoiuv to confer power 
and authority upon High Courts to the Federal Governiuent might well 
involve a risk of conflict of administrative authority ovtu' subonliiiatti! 
Courts between (a) the Provincial Govermnent, which would continuo to 
possess such authority in virtue of its responsibility for tlie Pi'nviiuual 
subject, and of the fact that in the majority of Provinces the Provincial 
Courts Act vests power of appointment of subordinate judicial ofTicers in 
the Local Government, and (6) the High Court, which would also coufiinue 
to possess sudh authority, hut which, with tho High Court cc literal ised and 
with tho statutory Letters Patent powers transferred to tho Gov<‘riumuit 
of India, would cease to have any administrative rolatious with tho Ixical 
Government. The present system of provincial! sati on has"^ worked well in 
the past and has proved itself appropriate io thO) varying coustitiiiionaJ 
conditions. Finally, it might reasonably he hold that since tho adininisLra- 
tion of justice is essentially a Provincial subject, llm Courts whit'.h a<]miiiiaiv*r 
it should be in relation with the Provincial executive authority. 

20. Tt is further for oousideration whether, if the High Courts wore to 
he federalised, the Provincial Governments of the future would he enuienb 
to allow them to remain in possession of tho power and authority over 
the RubordinatG judiciary of the Province at i)T'i‘soiit coiif('rj*t'd hy Ih’o- 
vincial legislation or as the result of arrangoments with Provincial oxocup 
tives- This is a consideration which cannot be ignored, for if tlio adminis- 
tration of the subordinate judiciary were removed from tho High Cmirt it 
would necessarily fall to the charge of a Minister directly resimasihle U> 
the Legislature. 

21. On the point of maintenance it is aomotimos asKumed that the 
federalisation of civil and criminal justice would not involve additional 
expenditure on the Centre, since the receipts on this head balance expoadi- 
ture. Enquiries made from time to time, howevci-, whow that tlii.s is not 
correct when all expenditure of every kind on this head is takisu into 
account, and in any case this measure would involve complicated financial 
adiustments ranging not only over Court feos, hut stamps and J^uhlit? 
Works expenditure. The administrative functions of the High (knirb 
involve control over a considerable range of expenditure in regard to 
subordinate establishments, Court buildings, and the like, and it has licon 
represented with much force that these arrangoiuonfcs can best be eflccted 
in relation to the Local Government, instead of bringing them wiLhin 
the purview of the Central Government, which would not have tlic necessary 
knowledge, or could, in turn, only acquire that knowledge through refor- 
euee to the Local Government itself. 
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‘‘ High Oouhts,” other than Chartered High Courts. 

22. The foregoing paragraphs of this note have reference primarily to 
the High Courts referred to in the Governniont of India Act (section 101 
(1) j, that is, to High Courts of Judicature established by Letters Patent, 
comiuonly known as the Chartered High Courts. But such Courts do not 
exist in every Province; in a few Provinces the highest Court of cTimiual 
or civil appeal, though not a Chartered High Court, exorcises the appellate 
and revisional powers of such a Court. These include the Courts of the 
various Judicial Commissioners and the Chief Courts. The ohservatious 
in this note are to some extent applicable also to “ High Courts ” of this 
description, but not those which refer to constitution and organisation, to 
the general administrative power derived from section 107 of the Govern- 
ment of India Act, nor, of course, those relating to the powers conferred 
by Letters Patent. The position of non-chart erod “ High Courts ” in re- 
lation to these matters will require consideration when the exact scope of 
thu provision to take Lhe place of paragraph 175 of the White Paper, 
and the pieviso extent of item 28 in List II nf Appendix VI, come under 
examination. For the present the nature of the problems which arise in 
connection with the Judiciary are most conveniently presented from the 
angle of the Chartered High Courts. 
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Proposals for the Future Administration of 
Indian Railways. 


bi‘ the Sboketary oe State for India. 

In i)aragra]5li 74 of the Introduction to tlie White Paper it was stated 
that His Majesty’s Government considered it essential that while the 
Federal Go-v'ernraent will necessarily exercise a general control over railway 
policy, the actual control of the administration of the State Railways in 
India i^iiicliidJug those worked by Companies) should be placed by the 
Constitution Act in the hands of a Statutory Body so composed and with 
such powers as will ensure that it is in a position to perform its duties 
upon business jirinciples, and without being subject to political interference. 

The papei entitled “ Sketch Proposals for the Future Administration of 
Indian Railways,” which 1 now circulate, is the outcome of the delibera- 
tions of a Ooniinittee which J recently appointed to consider a scheme which 
I had prepared in consultation with the Government of India to give effect 
to these principles. The Committee was very representative, containing 
as it did scvp.n members of the Indian Legislature who came to England 
specially for this purpose; five of the delegates to the Joint Select Com- 
raitteo, of whom two wore representatives of the Indian States; four 
eniiiieiit railway exports, two with special knowledge of Indian railways; 
while ilic remaining six members were possessed of wide administrative, 
financial or commercial experience. 

2. 1 venture to think that the proposals set out in this paper are, broadly 
speaking, conceived on sound lines, and it is gi‘atifying that so largo a 
measure of agreement has been reached. In regard, however, to the vital 
question of the method of appointing the Railway Authority (paragraph 2 
of the Proposals) a distinct cleavage of opinion emerged. 

One section of the Committee recommended that all the members of the 
Authority should be appointed by the Federal Government; the rest of the 
Committee, while agreeing that four out of tlie seven members should be 
appointed by the Federal Government, considered it necessary that the 
other three should be appointed by the Governor-General in his discretion, 
i do not favour the former view as 1 consider that such an arrangement 
might conflict with the fundamental principle that the Authority should 
be entirely free from political influence, and I would be unwilling to go 
further than to allow four out of the seven members of the Railway Autho- 
rity to be appointed by the Federal Government. As for the proposal 
that the Authority should be established on a communal basis laid down 
by Statute, while I sympathise with the anxieties which have prompted 
this proposal I regret that I cannot support it. If such a precedent were 
set in this case it would bo difficult to refuse to follow it in other cases; 
and ai>art from the probability that no Federal Government could afford 
to disregard the claims of the minority communities if qualified persons 
be available, the reservation of three appointments in the hands of the 
Governor-General himself would sei’ve to ensure thab the Authority was 
representative, subject always to the governing consideration that no person 
should be appointed who did not possess the qualifications laid down in 
paragraph 2 of the Proposals, 

1 invite specTal attention to the foot-notes to paragraphs 11 and 12 
regarding the position of railways in the Indian States. These notes raise 
an important constitutional issue which the representatives of the Indian 
States will no doubt explain to the Joint Select Committee. 
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4. The Sketch Proposals refer specifically in jiaragrapli 8 to tlio special 
responsibilities of the Goveriior-Geiieral in so far ns they may cxioud to 
the recruitment and service conditions of railway persotiiiol. It will be 
understood, however, that this does not exhaust the scope of his resjjonsi- 
bilities in the matter of railway administration, particularly with regard 
to defence requirements. The governing principle laid down in paragraph 1 
of tho Proposals is that railway policy is to ho control loti by tlio Koderal 
Government and the Legislature; and where defcMioo reijiiiroinonts may bo 
concerned the authority of the Federal Clovornnionl. will yosid(\ in tho 
Governor-General by virtue of liis special rospnnsihility in n'spoet of any 
matter affecting tho administration of the Reserved BoparLmont of Dofeneo, 
In this fegardj therefore, he ivill ho in a position to give diroctiona to tho 
Railway Authority as to tho exercise of their functions. 

0 . There remains to consider the im]iovtant question wluMhor a Riatiitory 
Railway Authority should be sot up by British or by liuliaii legishiliun. 
As I see the position there nppear to be fou,r courses open: — 

(1) An Act might be passed in the prosoiit Indian IjogislaLnro and the 
necessary adaptation to the now Constituiioii made in tho CoiisLituiion 
Act itself. 

(!2) The Constitution Act itself might contain provisions, coinplolo 
ill all details. 

(3) The Constitution Act might lay down the genc'ral jirinoiploH on 
which legislation should he based, it being loft to the innv liidiim 
Legislatui-e to legislate in detail in conform iiy with iho,s(‘ iiriiiciplof;. 

(4) The matter might be left entirely to tho new Indian k'gislatnro 
with a reservation that the approval of tho Govornor-Gcmeral in Iiis 
discretion would bo required to the intrcKluction of tbo original Bill, 
or of any amending Bill. 

In any event it will be necessary to ensure that a Statutory Railway 
Authority shall be set up on right lines. 

In any case it would be necessary to preserve in tho Constitution Act 
the existing rights which the Indian Railway Ooinpanitvs possess under 
contracts entered into with the Secretary of State in Oouiicil, 
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Sketch Proposals for the Future Administration 
of Indian Railways. 


1. ftiibjoct to Iho control of police by the Federal Government and the 
Legislature, a Railway Authority will bo established and will bo entrusted 
with the administration of railways in India (as described in paragraph 4) 
and will exercise it.s powers through an executive constituted as described 
in paragraph 3. 

2. The Railway Authority will consist of seven momlx'rs. The Committee 
is divided on the question whether (a) throe will be appointed by tho 
Governor-General in his discretion and four by the Governor-General on 
the advice of the Federal Government or (h) all will be appointed by the 
Governor-General on the advice of the Federal Government. Those incmhers 
of the Committee who are membei-a of the Central Legislature, with the 
exception of Mr. Auklesaria, support the latter alternative. All the Hindu 
and Muslim memhers of the Central Legislature on the Committee agree 
that out of the seven seats on the Railway Authority two should be reserved 
for tlic Muslim community and one for tlie European community. Sir 
Phiroze Sethna, Mr. Aiiklesarin, Sir Maimbhai Mehta and the European 
members of the Committee, whUe they would W'elcome an authority repre- 
sentative of all interests and all communities so far as is compatible wdth 
efficiency, do not consider that any special xmo vision should be made 'in the 
statute for the establishment of the Railway Authority on a communal 
basis. Tho seven members so appointed must be possessed of special know- 
ledge* of commerce, industry, agriculture or finance, or have had extensive 
administrative experience. The Presideutf of the Authority, who shall 
have the right of access to the Governor-General, will bo appointed from 
the members by the Governor-General in his discretion. 

Tho Federal Minister responsible for Transport and Communications may 
at any time convene a special meeting of the Railway Authority for the 
purpose of discussing matters of policy or questions of public interest. ^ At 
such meetings the Federal ]\Iinister will preside. The Federal Minister 
may by order require or authorise the Railway Authority to give effect to 
decisions of the Federal Governmout and the Legislature on mattci-s of 
policy, and it shall be obligatory on the Railway Authority to give effect 
to such decisions. 

No Minister or member of the Federal Legislature or any other Legis- 
lature in India *will be eligible to hold office as a member of tbe Authority 
till onej. 5^eiir has elapsed since he surrendered his office or seat, nor will 



Mr. Jo.shi considers that two seats on the Railway Authority^ should bo 
specially reserved for representatives of Labour and the travelling public* 
Mr. Joshi and Dr. Ahmad consider that if the Authority is to consist 
of a whole-time Chairman and part-time members, the number should be 


Mr. Joshi and Mr. Anklesaria consider that special representation should 
bo given to agriculturalists on the Railway Authority. 

t Mr. Joshi and Mr. Ranga Iyer consider that the appointment of 
President should be made on the advice of the Federal Government. 

^ Mr Joshi and Mr. Yamin Khan hold the view that in regard to the 
membership of a Legislature the year’s disqualification should not apply, 
but that any member of a Legislature appointed to the Railway Authority 
will ipso facto vacate his seat. 
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any person be appointed as a member >of the Authority who has been a 
servant of the Crown in India, a railway official in India, or has i)€rsonally 
held railway contracts, or has been concerned in the management of com- 
panies holding such contracts, within one year of his relinquishment of office 
or of the termination of the contract as the case may be. The Federal 
Minister responsible for Transport and Communications may, if he soos 
fit, attend the ordinary meetings of the Authority or be represented thoroat, 
but in neither case will there be the right to vote. The members of the 
Authority will hold office for five years, but will be eligible for reuiDi)oint- 
ment for a further term of the same length or for a shorter term, (in 
the case of the first appointments, three will be for three years only, but 
these members will be eligible for re-appointment for a furtlier term of three 
or five years.) 

Any member of the Authority may be removed from office by the Governor- 
General in his discretion if, in his opinion, after consultation wdth tlie 
Federal Government, there is sufficient cause for such action. 

Members shall be appointed to the Pailway Authority who are prepared 
to give tlieir services to such an extent as may be required for the proper 
performance of their duties as laid down in the Statute.* Their emoluments 
shall Jd 0 such as to secure suitable men who will be prepared to devote 
sufficient time for the proper discharge of their duties and responsibilities 
and will be fixed by tbe Governor-General iu bis discretion after consultationf 
with the Federal Government, the emolujnents of the members of the first 
Railway Authority being fixed in the Statute. 

3. At the head, of the railway executive there will be a Chief Commis- 
sioner, who must possess expert knowledge of railway working and will be 
appointed by the Raihvay Authority subject to the confirmation of tJie 
Governor-General.J A Financial Commissioner will be appointed .)jy the 
Governor-General on the advice of the Federal Govornnicut. He must 
possess extensive financial experience and have served for not less than 
10 years under the Crown or have shown outstanding capacity in the con- 
duct of the financial affairs of commercial or railway undertakings. The 
Railway Authority, on the recommendation of tho Chief Comm iw,s loner, may 
appoint additional Commissioners, who must be chosoii for their knowledge 
of railway working. Except in matters relating to Finance the Chief 
Commissioner shall have power to overrule his colleagues. Thc‘ Chief Com- 
missioner wiU carry out the duties from time to Lime delegated to lii in hy 
the Railway Authority and may delegate such powers to his subordinate 
officers as may be approved by the Railway Autliority. 

4. The Railway Authority will be responsible for the proper maiiiieiiance 
and efficient operation of the railways vested iu the Crown for the puj'poses 
of administration (including those worked by Conipanios)^ all of .which 
will remain vested in the Crown for the purposes of the Federal Govern- 
ment. The Raihvay Authority will also exercise the eonti'ol over otlier rail- 
ways in British India at present exercised by or on bc-haJf of Govern nient. 

* Mr. Ranga Iyer, Mr, Padsbah, Mr. Joshi, Dr. Ahmad and Mr. Vaiiiin 
Khan are of opinion that the members should be “ wliole time ” while the 
other members of the Committee consider that the Committee’s rocoinmenda- 
tion does not exclude the appointment of whole-time members, .should 
experience prove this to be necessary. 

t Mr. Joshi and Mr. Ranga Iyer hold that “ in his discretion aflx'r con- 
sultation with ” should read “ on the advice of.’' 

T Mr. Joshi would add “ and the Federal Government.” 
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Provision Ttvill l>e made for salVgiiurdiiig tlio existing riglits of Companios 
working under contracts witli the Secretary of State in Council, and it will 
Le the duty of the Railway Authority to refer to the Secretary of State 
any matters ia dispute with the Companies which, under the terms of 
those contracts, are subject to the decision of the Secretary of State in 
Council or whidh may he referred to arbitration. It will be obligatory on 
the Railw^ay Authority and the Federal Goveriiment to give effect to the 
decision of the Secretary of State or the a.wai*d of an arbitrator. 

/). In exercising the control vested in it, the Railway Authority will be 
guided by business principles, due regard being paid to the intorosts of 
agriculture, industry and the general public and to Defence requirements. 
After meeting fi'om receipts tlie necessary working expenses (including 
provision for maintenauce, renewals, depreciation, bonus and interest on 
Provident Funds, interest on capital and other fixed charges, payments to 
Companies and Indian States under contracts or agi-eements) the surplus 
will be disposed of in such manner as may be determined from time to time 
by the Federal Government under a sdheme of apportionment xunning 
for a period of not less than five years. In the event of a dispute as to 
the adequacy or otherwise of the allowance to be made in respect of renewals 
and depreciations the Auditor-General shall be the deciding authority. 
Pending any new scheme of apportionment the disposal of any surplus will 
1)0 governed by the arrangements in force at the time the Authority ia 
established. 

6. The Railway depreciation, reserve and other funds should be utilised 
solely for railway pui’posea, and be treated as far as possible as the 
property of the Railway Authority. The investment of such funds and the 
realisation of such investments by the Railway Authority shall be subject 
to such conditions as the Federal Government may prescribe. A Committee 
might be convened in India to advise what those conditions should he. 

7. Revenue estimates will be submitted annually to the Federal Govern- 
ment, which will in turn submit them to- the Federal Legislature, but these 
estimates will not be subject to vote. If the revenue estimates disclose the 
need for a contribution from general revenues, a vote of the Legislature 
will, of course, ho required, The programme of capital expenditure will be 
submitted to the Federal Government for approval by the Federal Legisla- 
ture. The Federal Government may, however, empower the Railway 
Authority to incur capital expenditure subject tO' conditions to he proscribed. 

B. The Railway Aiitliovlty will bo ompoAverod, subject to tlio powers of 
the Governor-General in the exercise of liis special responsibilities, and 
subject to the safeguarding of the rights of all officers in the service at the 
time of the establishment of the Railway Authority, to regulate by rules 
or l)y general or special order the classification of posts in the railway 
services on Statc-Avorked lines in British India, and the methods of re- 
cruitment, qualifications for appointment to the service, conditions of 
service, pay and allowances, Provident Fund benefits, gratuities, discipline 
and conduct of those services; to make such delegations as it thinks fit, 
in regard to appointments and promotions, to authorities subordinate to 
it; and to create such new appointments in the State Railway Services in 
British India as it may deem necessary or to niako to authorities subordinate 
to it such delegations as it thinks fit in regard to the creation of neAV 
appointments. In its recruitment to the r.aihvay services the Railway 
Authority shall he required to give effect to any instructions that may 
he laid dow-n to secure the representation of the various communities in 
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India. In regard to the framing of rules to regulate the reeruitinout of 
the Superior Railway Services the Public Service O'ommissioii' sliull ho 
consulted. Any powers in regard to matters dealt with in lliis paragraph 
at present exercised hy the Covernment of India over Oompany-nianuged 
railways shall in future be exercised by the Railway Authority. 

9, The Railway Authority will at all times furnish the Fi'-tleral Govern- 
ment with such information as that Government may desire^ and will 
publish an Annual Report and Annual Accounts. Tho AccoiuiLs of tho 
State-owned lines in British India will be certified by ox* on behalf of the 
AudiLor-General. 

10, Should any quesiiou arise involving a conflict of interest between the 
various authorities in British India rc.si>oiisiblo for railways, waterways 
and roads as competitive means of transport, a Commission will bo appointed 
by the Governor-General to ascertain the vie’ws of all tho interests con- 
cerned and to report, with recommendations, to the Federal Govornmont, 
w'hose decision shall be final. Tho Commission sliall consist of one 
independent expert of the highest standing and experience in transport 
matters, with whom will be associated, at tba discretion of tbe Governor- 
General, two or more assessors. 

11, The Federal Government shall lay down regulations for .safety on all 
the Indian railways and one of the Departments of the Federal Govern- 
ment, other than that responsible for Transport and Communications, shall 
be responsible for the enforcement of such regulations, subject, in the 
case of the Indian States, to the provisions of thoir respective Custruments 
of Accession. 

In regard to the railways referred to in paragraph 4,t maxima and 
minima rates and fares shall be fixed by the Railway Authority subject to 
the control of the Federal Government. Any individual or oi-ganisaiion 
having a complaint against a railway administration uudor the oojitroi 
of the Railway Authority in resspect of any of the matters wliich may, at 
present, be referred by the Railway Department to tho Railway Rates 
Advisory Committee, may have the matter referred, under such cuuditions 
as the Federal Government may prescribe, to an Advisory Coinmittoo to 
be appointed by the Federal Government. Before tho Fedora! Gi>voni- 
ment passes any order on a recommendation of tho Advisory CJominittoo it 
shall consult the Railway Authority. 


Mr. Joshi and Mir. Padshah consider that the Public Servit't^ Comiuisi- 
sion should be consulted in regard to the recruitment of both iiic; Wuporior 
and Subordinate Services to the extent praciicahlo. 

Sir Muhammad Yakub considers that the Puldio Sorvico •CJ'oiuinisKion 
should be utilised in making appoiutmonls as far as pracliccblo. 

t Mr. Mudaliar and Mr. Joshi 'hold that tho restriction niKhn* this 
clause to railways in British India conflicts with the pcovisioiis (‘oiitaiiiod 
in the White Paper on the subject, 

Mr. Ranga Iyer considers that the present powers exerci.sea by the 
Government of India over all railways in Indian States should bo (exercised 
hy the Railway Authority under the Federal Governmoiit. 

It was represented on behalf of tho Indian States that sc']>ai‘Jito arninge- 
ments would be required for railways owned by Indian States, and accord- 
ingly no provision has been made for such railways in the sclicino except 
to some extent under safety (parngraph 11, f<ub-paragraph 1) and again 
under arbitration (paragraph 12). 
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12. t Provision s-hould be made for the reference, at the request of either 
the Railway Authority or the Administration of a railway owned by an 
Indian States, of disputes in certain matters such as the construction of 
new lines, the routing and interchange of traffic and the fixation of rates, to 
arbitration by a tribunal consisting of one nominee of each paity and a 
chairman approved by both parties. The decision of the committee should 
be final and binding on both parties. Should the parties be unable to agree 
on the nomination of a chairman, he shall be nominated by the Governor- 
General in bis discretion. 

The arrangements should be such as not to prejudice the position of the 
Federal Court as the interpreter of the Constitution and Constitutional 
documents. 

Campbell Rhodes, 

Depvty Chairman 

N. N. Anelesaria. 

E. A. S. Bell. 

H. P. Burt. 

Hubert M. Carr. 

F. D. Hammond. 

A. Hyd.iei. 

N. M. JosHi. 

L. J. Kershaw. 

R. A. Mant. 

Manubhai N. Mehta. 

A. T. Williams, 

Secretary. 

Sii* Cecii^ Kiscli, who was appointed to the Committee, was not able to 
tako part in its discussions o'v^’ing to his preoccupations in connection with 
the "World Economic Conference. He has, therefore, not signed the 
proposals. 

India Office, 

21st July, 1933. 


J. Milne. 

Robt. Mowbray. 

S. M. Padshah. 

A. A. L. Parsons. 

A. Ramaswami Mudaliar, 
C. S. Ranga Iyer. 
Phtroze Sethna. 

T. Smith. 

Mohammad Yakub. 

JfOHD. Yamin Khan. 

ZiA TJddin Ahmad. 


t Mr. Mudaliar and Mr. Joshi dissent from the proposals in this clause 
as antagonistic to the proposals in the White Paper. 








Memorandum by the Secretary of State for India in 
regard to the Instrument of Instructions of the 
Governor-General or Governors. 

1. There seems to have been some misapprehension as to- our intentions 
■with regard to the Instrument of Instructions of the Govonior-Gonerjil or 
Governors and I should like to describe briefly what I conceive to be the 
purpose and function of that instrument in relation to tlie Constitution Act. 

2. In the United Kingdom executive power and authority is, liroadly 
speaking, vested in tho Monarch. This is almost as true to-day as ifc was 
200 years ago; but constitutional usage and practice has in process of time 
materially afliected the manner of its exercise, without altering the strictly 
legal position. Thus the Crown could remit to-morrow the sentence of every 
person imprisoned at this moment in a. United Kingdom gaol, and the 
remissions would all he legally valid; but a sentence is not in fact remitted 
save on the advice of a responsible Minister, who would be accountable 
to l^arli ament for tho action taken on lii.s advice. 

3. In the British Dominions beyond the seas the relations between the 
Governor-General or Governor, as the King’s representative, and his Coiuicil 
of Ministers in i-espect of the exercise of the executive powers vested in him 
by law are governed by his Instrument of Instructions, which iu this respect 
takes tho place of tho unwritten usage and practice iu the gov^eriuiient of 
tho United Kingdom, Such Tnstnictions are susceptible of infinite varia- 
tion, according to the stage of constitutional development with which they 
are intended to deal. They may, lor example, direct the Crown’s representa- 
tive either to exercise his powers entirely at his own discretion, consult a 
body of Couiicillore but not necessarily to follow their advice, or to bo 
guided by the advice of Mini.sters in certain matters though not in others, 
or to act in all matters on Ministers’ adi’ice. 

4. The Instrument of Instructions thus does not itself confer any powers. 
It neither defines nor creates legal rights and obligations. It lays down the 
manner in which tho Crown’s representative is to exercise the powers vested 
ill him by law. And it is to the Crown and to Parliament alone, and not 
to tho Courts, that the Governor-General or Governor is accountable for any 
breach of his Instructions — an accountability which in the last resort could 
be enforced by his removal from office. 

5. In the -White Paper we have adopted this well-known constitutional 
device. Executive power and authority will be vested by the Constitution 
Act in tho Governor-General in the case of the Federation, and in the case 
of the ProvjncGs m the Governor; and the Governor-General and Governor 
will each be given an Jnstrument of Jn.structious directing him as to the 
manner iu which he is to exercise those powers. The Instrument will 
direct him to be guided by the advice of his Mini-sters m all matters wdtli 
regard to which they are competent under the Act to advise, unle.ss to he 
So guided would in his opinion (and his opinion must necessarily be 
elusive on this point) be inconsistent ivith tho fulfilment of any of the 
“ special responsibilities” which we propose should be imposed upon Inm 
by the Act itself. The Instrument of Instructions will deal with other 
matters as well, but at the moment I confine myself to the basic matter 1 
have just mentioned. 

G In one respect the White Paper breaks new ground. We propose that 
Parliament should be associated both with the original Instruments and wit.i 
■inv subsequent a men cl men ts to them. Parliament is entitle<l m our view 
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to satisfy itself, first, that the original Instruments of Instructions are oon- 
sistent with the iiiientions of Parliament when it enacted the new Consti- 
tution; and, secondly, that any constitutional change made hereafter liy 
means of an amendment of the Instruments can only be made with its 
knowledge and approval. In our opinion provisions for this piirpo.SG are 
essential if the responsibility of Parliaim at for the future constitutional 
development of India is to be maintained unimpaired. 

7. It .will be remembered that the Instructions are those of the Crown to 
its representatives, and I have been thinking over what was said the other 
day by Lord Rankeillour as to the manner in which the ajipvoval of Parlia- 
ment should be secured. On further consideration 1 am disposed to think 
that the method which I understand him to propose, viz., an Address to 
the Cro,wu, is the best and the most appropriate. 1 would aec.oi’diiigly 
suggest to the Committee that provision should be made whoroliy ili<" Crown 
would communicate a draft of the proposed InstruiJtious to Parliament and 
parliament would subsequently present an Aildress praying that the hi.siru- 
ment may be issued either in the terms of the draft or with such omissions, 
additions or alterations as may be suggested; and tlio Crown would not take 
action until the Address had been received. A similar procedui’e would Ix' 
followed in the case of any amending Instructions .which might 1x5 issued 
hereafter. 

3. I have only to add this. Paragraphs 20 and 72 of the White Paper 
speak of the Governor-General and Governor acting ‘‘ in accordance with such 
directions, if any, as may be given to him ” by the Secretary of State. 
This, of oourso, refers to ad hoc directions which may be given by the 
Secretary of State from time to time to meet particular coutlngo]ici(‘S. Tlie 
Instrument of Instructions itself can only lay down general principles; 
but we make it clear in the same paragraphs that any ad hoV‘ di recti oils 
must not be inconsistent with those principles. A member of the Gorn- 
mitfcee inquired a few days ago what would happen if the Socrotary of 
'State gave directions which were in fact inconsistent with the principh’.s 
laid down in the Instrument of Instructions. I can only reply that Par- 
liament could, and I have no doubt would, hold him strictly to acf'ouiit if 
he thus presumed to disregard the provisioms of the Act. 
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Memorandum by Secretary of State for India being an 
Estimate of increased expenditure on fresh “ overhead 
charges ” necessitated by the White Paper Constitution 
(viz., increased cost of legislatures, elections, etc.). 


Cbntke. 


Lahhs 
per annum. 

Annual additional cost of elections (assuming a general electio«n 


every three j^ears)* 4.0 

Annual additional cost of enlarged Legislature 39.0 

Annual cost of Federal Court 4.6 

Annual addition on account of salaries of Counsellors, Financial 
Adviser and staff 5.0 

Contingencies (including possible reconstruction of New Delhi 
for summer session of Legislature) 25.0 


Total 77.6 


"" 'rho maximum statutory life of the Provincial and Federal Lower 
Chaniliers is five years. It is impossible to say what will be the actual 
average life, but three years has been arbitrarily assumed for the purpose 
of these estiiunles. 
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Provinces. 


Province. 

Number of 
elected members 
of Legislature. 
Present 
Proposed. 

Increased 
cost of 
Legislature. 

Lakhs. 

Ministers’ 
salaries 
P.S.C.’s, etc. 

Lakhs. 

Extra cost of 
each general 
election. 

Lakhs. 


1 1 

r 9s] 





Madras ... ... 

1 

l215 

86] 

f- 1 

1-25 

•70 

10*00 

Bombay 


175 

[114] 

>■ 

0*50 

1*70 

10*00 

Bengal* 

1 

260 

|100] 

1 

1-75 

1*25 

11*00 

United Provinces* 

j 

1 

228 
71 1 

i 

1 

3*0 

5*00 

8*00 

Punjab 

j 

1 

,175 _ 
761 

[ 

1 

2*0 

•89 

6*25 

Bihar* 

Central Provinces 

j 

^162 

55' 

112 

39 

r 

1 

2*65 

0*62 

■87 

1*02 

4*00 

2*60 

Assam 


108. 

34' 

[ 

1 

0*60 

*60 

1*50 

N.W.P.P 

■< 

. 50. 


0*25 

•30 

•60 


Total 12*62 12*33 53*85 


24-85 


Estimated annual cost of separation 
of Orissaf ... 

Estimated annual cost of separation 
of Sindt 

Annual cost of provincial elections, 
assuming three years as average 
life of legislaturesj 

Interest on capital cost ot new 
buildings, etc. 

Total annual recurring cost : 
Provinces 
Centre 

Total 


15*0 

10*26 

17*95 

2-25 

70*31 

77*60 

147*91 = £1,109,000 por annum. 


* Includes cost of a second chamber. Separate estimate for the second 
chamber is available only in the case of Bihar (30 members) where it is 
estimated to be • 88 lakhs per annum. 

t Fresh overhead charges only. This does not includo the amount neces* 
sary to cover the estimated deheits in these new provinces. 

+ The maximum statutory life of the Provincial and Federal Lower Chambers 
is five years. It is impossible to say what will be the actual average life, but 
three years has been arbitrarily assumed for the purpose of these estimates. 
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CAPITAL CHARGES FOE NEW BUILDINGS, ETC. 


Provinces. 

Madras 1.5 

Bengal 6.6 

Punjab 1,5 

Central Provinces 5 

Sind 7.0 

Orissa 28.0 

Total 45.1 


Interest at 5 per cent. (2.26 lakhs) has been included in the total annual 
cost above, 


(li*3,f)6 r3)— 60) Wt. 1141-379 lOOO 7/33 P. St. G. 335 
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Scheme of Constitutional Reform in Burma 
if separated from India. 


Memorandum by tee Secretary of State for India. 

In accordance witli the undertaking that I gave to the Joint 
Select Committee on the 21st July, I circulate herewith to my 
colleagues of the Committee and to Delegates a Memorandum 
setting out in soine detail, on the model of the Indian White 
Paper, the nature of the proposals that would form the basis of 
the Bill that would be required if it were decided to separate 
Burma from India and give her a Constitution on the lines 
sketched by the Prime Minister in his statement of the 
12th January 1932, at the close of the Burma Conference.'*’^ 
Should the Committee take the view that Bmma should be 
included in the Indian Federation the proposals of the Indian 
White Paper, subject to some consequential adjustments, would 
apply to Burma in the same way as to any other Province. 

So far as the proposals in the Memorandum now circulated 
amplify or supplement the Prime Minister’s statement, they either 
reproduce, mutatis muiandisy provisions to be found in the Indian 
White Paper, or they deal with matters in respect of which the 
separation of Burma would inevitably require modification of the 
White Paper proposals, or render additional provisions necessary. 
Provisions of this kind have been tentatively and provisionally 
inserted for the sake of completeness. Lastly, there are certain 
matters in respect of which the Indian White Paper contains 
definite proposals, hut where it may be necessary to introduce 
modifications in the case of Burma which liave not yet been 
worked out in detail. Such matters have been indicated in the 
Memorandum, but no alternative proposals have for the time 
being been made. In due coui'se I will state my views on points 
of this kind. 

I should like to make it plain that, unlike the Indian White 
Paper, this Memorandum does not contain recommendations 
which His Majesty’s Government specifically advise should be 
adopted. As I have indicated above, it is a first sketch of the 
main lines of a possible Constitution if Burma is separated from 
India. I reserve to myself the right, when the time comes to 
discuss it, to suggest amendments on details which seem to me to 
be better suited to the conditions of Burma, 


* See Command Paper 4004/32. 
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I may, perhaps, remind the Committee that it was not possible 
to mahe any provision for Burma in the Indian White Paper 
because at the time that document was framed we were still 
awaiting an expression of opinion from the Burma Legislative 
Council for or against the separation of Burma from India. The 
Committee will recollect that following the Prime Minister’s 
statement at the conclusion of the Burma Conference the choice 
as between separation and federation was left to the Burma 
Legislative Council after an election at which this q[nestiou was 
made the main issue. I would not propose now to go into details 
of the election campaign or of the proceedings of tlie (\)uncil in 
the session immediately following the election and in tho special 
session summoned in April last at the request of tho party leaders. 
I would simply say that, although registering emphatic opposition 
to federation with India on the same lernis as any otlier Province — 
the only federation terms which could he offered to Biirma—the 
Council has refused to choose separation on the 1)asis of the 
Constitution outlined by the Prime Minist.ev, wliich, I may remark, 
offered to Burmans control of almost the whole range of functions 
which it is proposed in the White Paper to transfer to popular 
control in the Indian Federal Government and in the Provinces. 

The Comniittee, therefore, will apparently have to make tlieir 
recommendation for or against the separation of Ihirjua without 
any clear expression of opinion fr*om the Biinna Council : hut 
I should hope that when the Committee reassemldes after the 
recess an opportunity will he afforded to the Indian delegates to 
express their views, and that tlie Committee will also agree to 
invite to London a suitable number of representative Burmans 
for consultation. 

8. U. 
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Scheme oi Constitutional Reform in Burma if separated 
from India, presented by the Secretary of State for 
India to the Joint Committee of Parliament on Indian 
Constitutional Reform. 


INTRODUCTION. 

The object o£ this In trod action is to explain in the broadest 
outline the changes in the government of Burma which would be 
brought about by the adoption of the proposals which follow. 

1. The principle underlying these proposals is that, in the 
event of Burma being separated from India, a unitary form of 
government would be set up thei’e, under a Constitution composed, 
broadly speaking, on the same constitutional principles as have 
been embodied in the proposals made in regard to India. No 
attempt is made in this introduction to explain proposals common 
to both cases, as such proposals have been fully explained in the 
introduction to the Indian White Paper. The essential dijfference 
between the two cases is that the Constitution for Burma would 
not be complicated by the special considerations arising from 
the concept of an Indian Federation, and that the Govern- 
ment of Burma would accordingly combine in its own hands 
functions which, in the case of the proposals in the Indian White 
Paper, have necessarily been distributed between the Federation 
and the Provinces. Differing circumstances have made it 
necessaiy to depart from the Indian model in the case of a few 
matters, but the close correspondence of the two sets of proposals 
is shown by the niunber of proposals in this paper which are 
set out in plain type, a device which indicates that they are in 
substance identical witli, although they necessarily differ in some 
respects in form from, corresponding provisions in the' Indian 
proposals. References to the corresponding proposals in the 
Indian White Paper are indicated in the margin. 

2 . It has in the past been suggested'-’'* that in view of the 
differences of race, history, culture and political development 
between India and Burma, the linking of Burma to India in the 
last century for reasons of administrative convenience should not 
r)f necessity tie Burma to the same path of political progress as 
India ; and the view has been advanced that the Empire affords 
examples, such as are to be found in Ceylon and elsewhere, of 
Dther types of constitutional arrangement which might be more 


* Paragrapli 198, Montagu-Ohelinaford Eeport. 
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suited to the genius of the Burman people. But since the 
Government of India Act of 1919 Bui-ma has been steadily- 
carried forward by the tide of Indian reform, so that she now 
stands at the same point of political development as the other 
Provinces of British India. It does not therefore seem possible, 
even if it were politically expedient, to contemplate either a 
different line of advance for Buirna from that mapped out for 
India or a different rate of progi-ess. This position was 
recognised by the Government of Burma in a Despatch of the 
13th August 1930,* ill which they wrote : — 

“ . , . It is of great importance that it should be made 
clear beyond all possibility of doubt or question that the 
separation of Biuma will not involve for Burma any 
departure from the statement contained in the preamble to 
the Government of India Act, 1919, that the objective of 
British policy is the progressive realisation of responsible 
government in British India as an integral part of the 
Empire. As the Commission J say, that statement constitutes 
a pledge given by the British nation to British India. When 
the pledge was first announced in August 1917, Burma was 
a part of British India. The pledge, therefore, was given to 
Burma as well as to India, and even if Burma is separated 
from India the pledge still stands for Burma unimpaired 
and in all its force. The Government of Burma could not 
possibly agree to separation on any other terms, and they 
trust that His Majesty’s Government will see fit to set at rest 
any doubts that may still exist on the suljject. They attach 
importance to the point, for the allegation is frequently made 
in that section of the public press of Bunna which is opposed 
to the recommendation of the Statutoiy Commission that the 
British Government will seize the op])ortunity of separation 
to reduce Burma to the status of a Crown Colony.” 

3. The Burma Sub-Committee of the first Indian Round Table 
Conference included in its Report, § as its first recommendation, 
a request to His Majesty’s Government — 

“to make a public announcement that the principle of 
separation is accepted, and that the prospects of constitutional 
advance towards responsible government held out to Bui-ma 
as part of British India will not be prejudiced by se 2 )aration.” 

The Indian Round Table Conference did not agree unani- 
mously to the adoption of, and action on, this recommoiidation 
without further full consideration, but it was generally admitted 
that such further consideration was a matter between His Majesty’s 


* Page 244, Omd. 8712 of 1930. 

^ SimotL Commission. 

§ Page 50 of Omd. 3772 of 1931. 
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Government and the Burinaiis themselves, and that Indians would 
aljide by the issue. 

4. The next step was taken Jby the Secretary of State for India 
in answer to a question in the House of Commons on 20th January 
1931, when he made the following statement : — 

*‘As my Right Hon. Rriend the Prime Minister stated 
yesterday in the final plenary session of the Round Table 
Conference, the Government have decided to proceed with 
the separation of Burma. They wish it to be understood that 
the prospects of constitutional advance held out to Burma as 
part oC British India will not be prejudiced by this decision, 
and that the constitutional objective after separation will 
remain the progressive realisation of responsible government 
in Burma as an integral part of the Empire. In pursuance 
of this decision they intend to take such steps towards the 
framing, in consultation with public opinion in Burma, of a 
new Constitution as may be found most convenient and 
expeditious, their object being that the new Constitutions for 
India and Burma shall come into force as near as may be 
simultaneously.” 

5. In pursuance of this announcement the Burina Round Table 
Conference was convened “ for the purpose of seeking the greatest 
possible measure of agreement regarding the future Constitution 
of Burma and the reJations of Boi’ma with India,” the priniaiy 
task of the Conference being “ to discuss the lines of a Consti- 
tution for a separated Burma.” 

The Conference sat from the 27th November 1931 to the 
12th January 1932, and its Report disclosed a considerable 
measure of agreement between the delegates from Burma and 
those from Parliament upon the type and details of a Consti- 
tution for a separated Burma. In the course of the Conference 
a statement was made on behalf of His ^ Majesty’s Govern- 
ment to the efiect that the assurance given in the Prime 
Minister’s statement on 19th January at the end of the first 
Indian Conference, and reiterated on 1st December 1931 at the 
close of the second Conference, defining His Majesty’s Govern- 
ment’s policy towards India and her advance through the new 
Constitution with its reservations and safeguards for a transitional 
period to full responsibility for her own government, applied in 
principle equally to Burma. The sketch of a Constitution for 
Burma outlined in some detail in the Prime Minister s statement 
at the end of the Burma Conference, and drawn up in the light 
of the Conference discussions, took therefore for its basic principle 
responsible government subject to certain “ safe^^iards in the 
field of administration which is now “ provincial,” and subject to 
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certain “ reservations ” as well as safeguai'ils ” in tlio field now 
administered by tlie Central Goveriuneiit of riulia. 

6. In liis statement on 12th January 1032 11 k' J^'inic JMinistor 
said, on behalf of His Majesty’s Government, tlnii if and when 
tliey were satisfied tliat the desire of llie yjeople of liiirmawas tliiit 
the governineiit of their country should be separated from that 
of India, they would take steps, subject to the ai)t)i’uval of 
Parliament, to give elfect to this desire. 

In order to ascertain the desire of the people of Biii'ma, 
advantage was to be taken of a general election to the Burma 
Legislative Council, which ^vas due to be hel<l in t.he following 
autumn. At this election tlie question of sei>arathni was 
inevitabl.y the main issue before the electorate. But ]')rior to 
the election a mass meeting of members of the various General 
Councils of Burmese Associations (who had hitherto j’el'nscd tn 
co-operate with the dyarcliical Goveiiinient in Bunna, or even 
take part in elections), was held at tlie Jubilee Hall, Ihingoon, 
in the first week of July. At this mass meeting it was resolved to 
form an Anti-yeparation League. The policy of tlie League was 
laid down in five Ptesolutions, the effect of wliich was to j‘(‘jei*t 
the Constitution for a separated Burma oiitllnc'd liy tlio Prime 
Minister at the end of the Hound Table Coiifenmce, and 1o d(‘clarc 
the League’s opposition to separation from India on the basis of 
this Constitution ; to “ protest emphatically ” against the idea of 
permanent and unconditional inclusion in tlu^ Indian Fodoration, 
and to contimie opposition to separation till a Conslitution be 
granted “satisfactory and acceptable to the ])copIe t)f Burma.” 
The meeting resolved also to take an active part in the inipcuidlng 
election, with a view to combating separation on the conditions 
held out by the Prime Minister's statement. The election was Jiold 
in November 1932, and the electorate retiunod a niiijority of 
candidates describing themselves as “ Anli-Se]un‘alif)nists ” ami 
as adherents to the policy adopted by the Anli-yc])arajif)n League 
formed at the Jubilee Hall meeting. 

7. Li December 1932 the question of separation from India on 
the basis of the Constitution outlined byllis Majesty’s Gov(UTimciit, 
or of inclusion, as a Briiish Indian Province, in the Lillian 
Federation, formed the subject of a protracted dcbah'iii the Burma 
Legislative Council. The Council, eventually, on 22nd December, 
adopted a Hesolution wdjich was identical in substance and almost 
ill terms with those adopted at the Jubilee llaJI meeting. Jt 
(1) opposed the separation of Biinna from India on the basis of 
the Constitution outlined by the Prime Minister on 12t]i January 
1932 ; {2) emphatically opposed the uncondilioinil and i^ermiincn't 
federation of Burma with India; (3) imomised continued 
opposition to the separation of Burma from India e.xcept on certain 
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conditions ; and (4) proposed that, in the event of these conditions 
not being fulfillecl, Burma should be included in tlie Indian 
Federation on special conditions differentiating her from other 
Provinces and including the right to secede at will from the 
Federation. 

8. ynch a Resolution indicated no clear choice between the 
alternatives that had been placed before the Council. But it was 
hoped that, in the light of the Indian White Paper published in 
March 1933, and in the light also of the statement made by the 
Secretary of State for India on 20tli March in answer to questions in 
the House of Commons, as to the nature of the two alternatives still 
open for choice by Burma, the Burma Legislative Council might 
yet give a less equivocal indication of the desire of the people of 
Burma in respect of the two courses offered. Accordingly, a 
special session of the Council was, at the request of the majority 
of the party leaders, summoned for 25th April 1933 and was held 
between that date and Cth May. 

This special session proved entirely unfruitful. It was pro- 
rogued on 6th May without any resolution being adopted either 
for Burma’s inclusion in the Indian Federation or for the separation 
of her government from that of India. As a result, there is 
available no other authoritative indication of the considered view 
of the representatives of the people of Burma as to the course 
\vhich should be adopted than that contained in the negative and 
conditional Resolution of 22nd December 1932. 

In the second paragraph of that Resolution the Burma Legislative 
Council expressed itself as emphatically oj)posecl to unconditional 
and permanent federation with India, and such further evidence 
as has since accumulated regarding the attitude of the people and 
political parties of Burma, including statements by party leadei-s, 
points to the conclusion that, whatever division of opinion may 
exist in Burma as to the merits of the Constitution outlined in the 
Prime Minister’s statement, there is an almost unanimous opinion 
in favour of ultimate separation from India and against federation 
on the same terms as the other Provinces of India. 


General Description of the Scheme. 

9. Before examining the scheme in detail it is desirable in the 
first place to refer to a question affecting the position within 
the Empire of a Burma separated fi-om India, Unless p)rovision 
to tlie contrary is inade, the moment Burma ceases to be part ol 
British India she will, by virtue of the Interpretation Act, 1889, 
which de lines a “Colony” as “any part of His Majesty’s 
(lomiiiions exclusive of the British Islands and of British India,” 
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automatically become “a Colony ” for all purposes of English law. 
Although there is no necessaiy connection between the status of 
a “ Colony ” and that of a “Crown Colony/' it is clearly desirable 
that the position of Bumia should be unambiguous, and it would 
be necessaiy to insert in the Constitution a prorision to the elfect 
that, notwithstanding anything in the Interpretation Act, the 
expression “ Colony ” in any Act of the Parliament ol tlie United 
Kingdom should not include Burma. At the same time provision 
would he made to ensure that Acts of Parliament wliicli have 
hitherto applied to Burma as part of British India sliould 
continue to do so. 

10. The separation of Burma from India would also I’equire on 
the financial side that arrangements should be made for an 
equitable distribution between India and Burma of assets and 
liabilities existing at the time of coming into force of tlio Act ; 
and provision would have to be made in the Act to give statutory 
effect to such determination and to such agreements as miglit 
be made thereunder by the respective Governments of tlie two 
countries, 

11. In view of the fact that, as already pointed out, the consti- 
tutional principles underlying this scheme are substantially the 
same as those which have been applied in relation to the Indian 
jiroposals, much that has been said in tlie Indian Wliiio Pajier is 
applicable also to the present proposals. But it is lielicvcd tlial 
the nature of the present proposals will mure readily \)() umhn’Htoorl 
if a short description of their general pujporl. is given at the 
outset. 

12 . The scheme proposed is for an Executive (jonsisiing of the 
Governor as representing the Crown, aided and advised by a 
Council of Ministers responsible (subject to the (juali Heat, ions t,u 
be explained later) to a Legislature com])ose(I of t.wo Houses and 
consisting as to the Upper Chamber of 36 members, of whom uiie- 
half would be elected by the Lower Chamber and ojie-luilf would 
be non-official persons nominated by the Uovornor in his discretion 
for the purpose of making the Chamber as fully rep resent alive as 
possible of the interests of all sections of the coimminity. The 
Lower Chamber woiild consist of rather more than 1‘10 niombers, 
of whom a proportion would represent minorities and special 
interests. 

13. In the Government so composed would he concentrated all 

the functions which, in the case of India, are proposed to be 
divided between the Federal and Provincial Autlioiliios. as 

in India, the transfer of responsibility ^voiild nut be complete. 
Certain Departments, namely, those concoriied with Defence, 
External Affairs, Ecclesiastical Affaii-s, and the Alfairs of 
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Excluded Areas (to be called, in tlie case of Burma, “ Schedule A 
areas ”), to whicli, for reasons presently to be explained, would 
be added, in the case of Burma, tlie control of monetary policy, 
currency and coinage, would be entrusted to the Governor 
personally, and these matters he would control in responsibility 
to His Majesty’s Government and Parliament. The Governor 
would also be given powers simiJar to those proposed to be 
conferred on the Governor-General and Governors in India in 
relation to dissolution oE tlie Legislature, refusal of assent to Bills, 
the grant of previous sanction to the introduction of certain classes 
of legislation, &c. The administration of all other matters would 
be transferred to Ministers responsible to the Legislature, but 
the Governor, again following the proposals made in relation to 
India, would he declared to have a special responsibility for certain 
matters, namely : — 

{a) the prevention of any grave menace to the peace or tran- 
quillity of Burma or any part thereof ; 

(fi) the safeguarding of the financial stability and credit of 
Burma ; 

(c) the safeguarding of the legitimate interests of minorities ; 

(d) the securing to the menahers of the Public Services of 

any rights provided for them by the Constitution Act 
and the safeguarding of their legitimate interests ; 

(e) the prevention of commercial discrimination ; 

(/) the administration of the areas named in Schedule B to 
the Constitution Act ; 

(g) any matter which affects the administration of any 
department of government under the direction and 
control of the Governor. 

The effect of entrusting these responsibilities to the Governor 
and the manner in which it is anticipated tliey would be discharged 
are described in tlie Indian White Paper, and it has not been 
thought necessary to reproduce here what is said in that Paper. 

14. It is now possible to draw attention to the points in regard 
to which it has been thought the special requirements of Burma 
would make some divergence from the Indian proposals desirable, 
and to indicate the effect of those divergences. 

15. In the first place it will be observed that it is proposed that 
the control of moiietary policy, currency and coinage should be 
treated as a reserved subject. The reasons for this proposal are 
two-fold. Burma would at the outset he within the currency 
system of India, and it is likely to he some time before conditions 
would render it possible for her to adopt a separate currency 
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system ol‘ her own ; the subject, moreover, is one in regard to 
which Burma possesses no expert knowledge. It is, tliereCove, 
proposed that these matters should be under the personal control 
of the Governor, who would be empowered to appoint, a Financial 
Adviser directly responsible to him. 

16. The different composition proposed for the Burma Legis- 
lature is, of course, mainly due to the absence of the detailed 
arrangements involved in the accession of the Tmliau States to 
the Indian Federation, but also in part to the fact that, the 
communal difficulties which have necessitated special an-angomeuts 
in India have, practically speaking, no counterpaad in Burma. 

17. The importance to Burma oE the immigration problem 
might also render it necessary to make some special provision in 
this respect. 

18. Again, in regard to die administration of what, in the case 
of India, have been described as Excluded or Partially FiXcludod 
areas, conditions in Burma may demand slightly different treat- 
ment. Detailed provisions for the treatment of such areas in 
Burma have therefore been excluded from the sco [)0 of this 
tentative scheme. It is proposed in the case of Thirma that the 
areas falling within the two categories mentioned above should 
be enumerated in two separate Schedules, A and J$, to the 
Constitution Act, and it will therefore be convenient 1,o refer to 
them as Schedule A or Schedule B areas rallier than Wholly or 
Partially Excluded areas. A provisional list of these areas will be 
foimd in Appendix II. 


The Public Services. 

19. As regards the All-India Services, Banna, like any other 
Indian Province, is at present served by tlie Indian Civil, Scu'vicc, 
the Indian Police, and the Indian Service of Engineers. But 
since the last instalment of reforms, when the adiniiiistration of 
forests was made a transferred subject in Burma and Homlxiy, 
recruitment to the Indian Forest Service in Burma has cease (F ; 
recruitment now being made instead by the Ijocal Gov^eriinient to 
the Bumia Forest Service (Class I). As in the case of fmlia, it is 
proposed that under the new Constiluliou recruitment slnnild 
cease in Burma for the Indian Service of Engineers. As regards 
the Indian Civil Service and the Police, the Servico.s which would 
correspond to these in Burma in future wouhl, of course, be 
differently named, but the Secretary of Slate wendd continiu^ to 
recruit Europeans to them in the same proportion as at present 
pending a statutory enquiry into the recruitment c[uestioii, which 
would take place after a period to be determined (see proposal 93). 
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20. Burma is also served hy officers of the Central Services, 
e.g, the Railway Services, the Indian Audit and Accounts Service, 
the Indian Posts and Telegraphs, and the Imperial Customs 
Service. Members of these Services remaining in Burma would 
he al)sorhed in new Services adininistei'ed by the Government of 
Bunna inclepeiidently of the Government of India. 

21. As regards Central Service olhcers now serving in Burma, 
some were recruited by the Government of India for service in 
Burma alone, othei-s were recniited either by the Secretary of 
State or the Government of India without special reference to 
service in Bm-Jiia Officers falling in the first categoiy would be 
compulsorily transferred to the service of the Government of 
Burma. Transfer to the Government of Burma of officers falling 
in the second categoiy wmuld be subject to the consent of tlie 
officers themselves and of the authority which appointed them, 
and would be a matter for arrangement between the Governments 
of India and Burma. 

22. In addition to the ordinaiy Provincial Service, which covers 
the whole of the civil administration ip the middle and lower 
grades, Burma possesses the Burma Frontier Servi(?e. This 
Sej-vic'.e is now controlled and recniited by the Local Government, 
but many of its members, in common with many members of the 
Provincial Services, have rights guaranteed by the Secretary 
of State. In view of the fact that if Burma were separated from 
India most of the officers of the Burma Frontier Service would 
serve in areas under the sole control of the Governor, it would 
seem lu’oper that the Service should be recruited and controlled 
by the Governor acting in his discretion. 

23. Existing service rights of present members of the above- 
mentioned Services would be preserved under the Constitution Act, 
sul)ject to a few inevitable changes of which an example is that 
persons appointed by the Government of India would on transfer 
to service in Burma cease to be liable to dismissal by the 
Governor-General and become insteail liable to dismissal by the 
Governor of Bunna. The jirmcipal changes of this kind are 
indicated against notes in the Projiosals. Persons appointed in 
future by the Secretary of State to the Services which would 
replace the Indian Civil Service and the Indian Police would 
enjoy the same rights as persons appointed by the Secretary 
of State to the Iiicliaii Civil Service and the Indian Police 
before the Constitution Act comes into force, except that in 
the first instance the right to retire under the regulations for 
prematnre retirement would, in the case of olFicei’s recruited 
after the inauguration of the new Constitution, extend only to 
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those appointed before the decision to be taken regarding fntnre 
recruitment following upon the statutoiy enquiry luforred to in 
paragi’aph 19 above. The right to retire under those regulations 
would not be enjoyed by officers serving permanently in Depart- 
ments under the direct control of the Governor, but it would lie 
extended to tliose officeiu of tire present Central Services (Class I) 
who were appointed by the Secretary of State and who might be 
transferred permanently to Departments handed over to the 
control of Ministers in Burma. 

24. As in the case of India, provision would be nrado for 
contmned recruitment by the Secretary of State to the Ecclesiastical 
Department. The question of continued recruitment by the 
Secretary of State to the Superior Medical and Railway Services 
is imder examination. 

25. As regards Family Pension Funds, offieei’K in Burma who, 
before the coming into force of the Constitution Act, were 
members of one of the All-India Family Pension Funds, would bo 
permitted to retain their membership of sncli Fund. 
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NOm.— r/ie use of italics in the following 'proposals 
indicates a divergence from the proposals of the Indian White 
Paper (C.md. 4268 of 1933). 

Kumbei’s of 
con'eejJO'ndmj 

THE PROPOSALS. 

Indian Whtfe 

General. 

1 . The general principle luiclerlying all these proposals is that 1 
all powers appertaining or incidental to the government of the 
territories fo]' the time being belonging to His Majesty the King 
ill Burma and all rights, authority and jurisdiction possessed in 
that conntiy— ■whether flowing from His Majesty’s sovereignty 
over the Province of Burma, or derived from treaty, grant, usage, 
sufferance or otherwise in relation to other territories— are vested 
in the Crown and are exercisable by and in the name of the King. 

3 . 21i& terntories hdmging to His Majesty the King in Burma will he 
declared to he those which at the date of cmning vnto force of the Act con- 
sfdtnte the Province of Burma in British India, The date of the 
coming into force of the Act wiU be fixed by Royal Proclamation. 

8 . Provision will he mctde to except Bimm from the definition of 
'' Colony ” in the Interpretation Act.’^ ’ 

4 . Provision mil he made for the continuance in pm, until repealed 
hy competerd authority, of all laws of the Parliament of the United 
Kingdom which at present apply to Burma as part of Bntish India, of 
laws of the Indian Legislature xohich apply to Buma, and of laws passed 
hy the existing Burma Legislature, together with the body of ndes, notifi- 
cations and. instructions issued under these laws, 

5 . It will he declared that all rights and obligations under international 
treaties, conventions or agreements which before the commencement of the 
Constitution Act were binding upon Burma as part of British India 
shall cmtimie to be binding upon her.\ 

The Executive. 

6. The executive authority in Bunna, including the supreme 
command of the Military, Naval and Air Forces in Burma, will be 


* The oliject of proposals 3 and 4 is to ensin’e that all legislation and 
regulations which at present apply to Burma as part of British India still 
continue to apply to her, and to prevent the separation of Bunna from British 
India from bringing her within the ambit of Imperial laws passed with 
reference to “ Colonies ” as defined in the Interpretation Act, 1889, i.e. " any 
pai*t of His Majesty’s Dominions exclusive of the British Islands and of British 
India ” See paragiuph 9 of Introduction. 

I A similar provision is to be found in section 148 (1) of the South Africa 
Act. Whether or not such a provision is necessary or desirable in the Indian 
Constitution Act, it seems clearly desirable in the case of a sepai’ated Brnma, 
to mahe it clear beyond doubt, on the lines of proposal 4, that all obligations 
hitherto binding upon Burma as part of British India shall continue to apply 
to her unless and until abrogated by competent authority. 
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exercisable on tlie King s belialf by a Governor holding office 
during His Majesty’s pleasure, wlw will also he CommandcMn-OMefS' 
All executive acts will run in the name of the (lovoj’iior. 

8 7. The Governor will exercise the powers conferred ii[)on him 
by the Constitution Act as executive head in Bnrnia and such 
powers of His Majesty (not being powers inconsistent with the 
provisions of the Constitution iVet) as His Majesty may ho pleased 
by Letters Patent constituting the ollice of Governor to assigni to 
him. In exercising all these powers the Governor will act in 
accordance with an [nstrument of Instructions to i)o issued to him 
by the King. 

9 8 . The draft of the Governor’s Instrument of fnslructions 
(including the drafts of any ameudmeiits thereto) will be laid 
before both Houses of Parliament, and opportunity will lie 
provided fur each House of Parliament to make to His Mujcsly 
representations for an amendment, or addition to, or omission 
from, the Instructions. 

10 9. The Governor’s salary will he fixed by the Constitution Act, 

and all other payments in respect of his ppi*sonal allowances, or of 
salai’ies and allowances of his personal and secretarial stall', will 
be fixedby Order in Council; none of these piiyincnts will bo 
subject to the vote of tlie Legislature. 


Tue Wouking of the Executive. 

Laud 10. The G ovpnior will liimself direct and (^unll'ol tho iidiiiinis- 
107 tration of certain Departmentsof State— namely, DoFciico, External 
AfEaii*s,^ Ecclesiastical AlTaim— and also the alTairs of llio areas 
named in Schedule A to the Constitution Act,J ini<l fumicUinj polittij, 
currency and Goinafje.§ 


* The Indian White Paper proposes to ountiuue the separatfi !ippt)intinei'it 
of a Commander-in-Ohief in India. N’o corresponding appointment seeniH 
either necessary or desirable in the case of Burma, in view of tho wiiuilUn* of 
the military forces concerned. But it is thought defliinblo to iiivtint tlie 
Governor with the title of Commander-iu-Chief to emplniHisc tlie fact that th<'. 
executive militaiy power is vested in him. 

J See paragraph 18 of the Introduction.. 

5 In the c^ase of the Indian Federation it is proposed to tninsfor ihe whole 
subject of Finance to the charge of a responsible Minister, but sulijeot to the 
prior establishment and successful operation of a RcHeiwe Bank aud’sub j<Hit to 
a special responsibility laid upon the Governor- General for the in-eseiTation 
of the financial stability and credit of the Federation. There is no proposal to 
set up a Reseiwe Bank in Bunna. In the case of Bnrnia it is proposed, 
subject to a special responsibility of the same kind as that it is proposed to 
impose upon the Governor- General in India, to transfer the genoinl subject 
of Finance to Ministerial control, but to reseiwe Monetary policy, currency 
and coinage to the Goveinor as a de£)ai'tinent i]i his sole charge (as, si, sled by 
a Financial Adviser), It is, however, proposed that, for some time to come, 
Burma sliould continue within the Indian currency system. 
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11. In the administration of these Reserved Depai'tments, the 12 
Governor will be assisted loy one or more Couiiaelloi’S, not 
exceeding three in number, who will be appointed by the 
Governor, and whose salaries and conditions of service will be 
prescribed by Order in Council Of these Counsellors one may, 

at the discretion of the Governor, be appointed to he Financial 
Adviser. 

12. Fur the purpose of aiding and advising the Governor iu the 13 
exercise of powers conferred upon him by the Constitution Act, 
other than powers connected with the mattei's mentioned in 
paragraph 10 , and mattei-s left by law to his discretion, there will 

be a Council of Ministers. The Ministei’s will be chosen and 
summoned by the Governor and sworn as Members of the Council 
and will hold office during his pleasure. The pemons appointed 
Ministers must be, or become within a stated period, members of 
one or other Chamber of the Legislature. 

13. In his Instrument of Instructions the Governor will be 14 
enjoined inter alia to use his J 3 est endeavours to select his 
Ministers in the following manner, that is, iu consultation with 

the person who, in his judgment, is likely to command the largest 
following ill the Legislature, to appoint those pemons who will 
best be in a position collectively to command the confidence of the 
Legislature, 

14. The number of Ministers and the amounts of their 15 
respective salaries will be regulated by Act of tlie Legislatiu-e, 

but, until tlie Legislature otherwise determines, their number and 
their salaries will be such as the Governor determines, subject to 
limits to be laid down in the Constitution Act. 

The salary of a Minister \vill not be subject to variation during 
his term of office, 

15. The Goveimor will, rvhenever he thinks fit, preside at 16 
meetings of liis Council of Ministei-s. He will also be authorised, 
after consultation with liis Ministers, to make at his discretion any 
rules which he regards as requisite to regulate the disposal of 
Government business and the procedure to be observed in its 
conduct, and for the transmission to himself and to his Counselloi*a 

in the Reserved Departments, and to the Financial Adviser, of 
all such inforniatioii as he may direct. 

16. The Governor will be empowered, at his discretion, after 17 
consultation with Minister’s, to appoint a Financial Adviser to 
assist him, and also to advise Ministers on matters regarding 
which they may seek his advice. The Financial Adviser will be 
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responsible to the Governor and will hold office during pleasure ; 
his salary and conditions of sendee will be fixed by the Governor 
in his discretion, and will not be subject to the vote of the 
Legislature, 

17. Apart from his exclusive responsibility for the Reserved 
Departments (proposal 10), the Governor will be declared to 
have a “ special responsibility ”'•' in respect of — 

(a) the prevention of any gi’ave menace to the peace or tran- 

quillity of Burma or any part thereof ; 

(b) the safeguarding of the financial stability iiud credit of 

Burma ; 

(c) the safeguarding of the legitimate interesi,s of minorities ; 

(d) the securing to the members of the Public! Sc i‘ vices of any 

rights provided for them by the Constitution Act and 
the safeguarding of theii- legitimate interests ; 

(e) the prevention of commercial discriniiiuition ; 

if) the administration of the areas named in Schedule B to 
the Constitution Act.J 

{(j) any matter which affects the administration of any 
department of government under the direction and 
control of the Governor. 

It will be for the Govenior to determine in bis discretion wlieilier 
any of the “ special responsibilities ” here described are involved 
by any given circumstances. 

18. If in any case in which, in the opinion of the Governor, 
a special responsibibty is imposed upon him it apjjears to liim, 
after considering such advice as has been given him by his 
Ministers, that the due discharge of his responsiliility wo requires, 
he will have full discretion to act as he thinks fit, Init in wo acting 
he will be guided by any directions which maybe contained in 
his Instrument of Instimctions. 

19. The Governor in administering the Departmonlw umlorliis 
own direction and control, in taking action for the diwcliargc! of 
py special responsibility, and in exercising any diseiHion vested 
in hun by the Constitution Act, will act in accordance with wiicli 
directions, if any, not being directions inconsistent witii aiiylliiiig 
in his Instructions, as may be given to him by a priiic*i])al 
Secretary of State. 

20. ^ The Governor’s InstiTunent of Instructions will a(!Coi‘di ugly 
contain i)tter alia provision on the following lines : — 

“ In matters arising in the Departments which you direct 

and control on your own responsibility, or in jnaltm>i the 

^ feee paragraphs 25 and 47 of the Introduction in tlic Indian White 
Paper. 

: iiie pai-a graph 18 of Introduction. 



17 


determination o£ wliicliis by law committed to your discretion, 
it is Our will and pleasure that you should act in exercise of 
the powers by law conferred upon you in such a manner as 
you may judge right and expedient for the good government 
of Buima, subject, however, to such directions as you may 
from time to time receive from one of Our piincipal Secretaries 
of State. 

“ In matters arising out of the exercise of powers conferred 
upon you for the purposes of the government of Burma other 
than those specified in the preceding paragraph it is Onr 
will and pleasure that you should, in the exercise of tlie 
powers by law conferred upon jmu, be guided by the advice 
of your Ministers, unless so to be guided would, in your 
judgment, be inconsistent with the fulfilment of your special 
responsibility for any of the matters in respect of which a 
special responsibility is by law committed to you ; in which 
case it is Our will and pleasure that you should, notwith- 
standing your Minister’ advice, act iu exei’cise of the powers 
by law conferred upon you in such manner as you judge 
requisite for the fulfilment of your special responsibilities, 
subject, however, to such directions as you may from time to 
time receive from one of Our principal Secretaries of State.” 

The Legislatu2E.* 

Gen&i'dL 

21, The Legislature will consist of tire King, represented by 22 
the Governor, and two Chambers, to be styled the Senate and the 
House of Representatives, aud will be summoned to meet for 

* The proposals for the oonstitation of the Legislature are modelled 
closely on those for the Indian Federal Legislature, but it is not possible 
for them to correspond exactly. Such minor differences as are suggested 
rest on the conclnsions of the Burma Round Table Conference or upon 
the advice of the Govemnient of Burma. The reason for these differences 
is that the circumstances in Burma differ from those which exist in 
India. In the first place, the communal problem in the Indian sense does, 
not exist in Burma, aud apart from special provision for the i‘easonable 
represeiatation of certain well-defined minority communities such as the 
Indian and European, it is proposed that merahers of the Lower Ohambei* 
in Bunna should he elected by general constituencies on a common 
franchise. Secondly, there are no States to which special representation 
in the Legislature req^uire.s to be given. It is proposed that the Upper 
Chamber in Bni’ina should bo constituted as to half of its 36 members by 
election by the Lower Chamber and that the remaining half should consist 
of non-officials nominated by the Governor iu liis discretion, with the 
object of making the Upper Chamber as far as possible fully represent- 
tative of tlie interests of different sections of ilic population (iDroposal 25). 

The Govemnient of Burma advocate a ininimnm age limit of 35 for 
membership of the Burma Senate, but as a limit of 30 has been proposed 
for Second Cbambei s in tlie Indian Provinces proposal 26 makes no specific 
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the first time not later than a date to be spocifiecl in the Pro(.*lama- 
tion which fixes a date for the coming into foi’ce of tlie Act. 

Every Act of the Legislature will be expressed as having been 
enacted by the Governor, by and with the consent of both 
Chambers. 

38 23. Power to summon, and appoint places Jbr the ineeiing of, 

the Chambers, to prorogue them and to dissolve them, either 
separately or simnltaneously, will be vested in tlio Governor at 
his discretion, subject to the rec[nirement that they sliall meet at 
least once in every year, and that not more tlian 1- months shall 
intervene between the end of one session and tlie coiiiiiieiiceinent 
of the next. 

The Governor will also be empowered to summon tlie Chanibors 
for the purpose of addressing them. 

24 23. Each House of Representatives will continue for hvo years 
unless sooner dissolved. Mo term will he fixed to flic hfe oj (he 
&emte, 

25 24. A Member of the Council of Ministers wdll have the right to 
speak, but not to vote, in the Chamber of which he is not a Member. 

A Counsellor will be ex-oficiu an additional member of both 
Chambers for all purposes except'" the riglit of \’oting. 

The Composition of the Clmnlm, 

35. The Senate will consist, apart from the Governors (Coun- 
sellors, o/ mere I')6 memhers of whom 1<S icill he elev(ed hi/ the 
House of Bcpecsentatives and 18 {xoho shall -not he ojidu/s) will he 
rominatal hy the Covernor in his discretion, 

27 26. A member of the Senate will be recpiircd to not lesn than 

(30 or 35) years oJ‘ age and a British subject, and lo ])osscss certain 
prescribed property qualifications, or to possess tjiialilieiitions to 


Covtinited from previous page.'] 

suggestion. It is also proposed that, subject to the rjovernor’s power 
of dissolution in exceptional circumstances, the life of ilu^ IJ|)]km' Cluiiiilu'r 
should not be subject to teriuinatioii (^])ropi)S{il 88). Some device is, how- 
ever, required to ensure that it reinaiiis in touch witli public (H)iuioM. It 
is therefore pi’oposed (pi*oposal 38) that om)-(pmrter of the incinbcrH Hhoiild 
retire every two years. 

The only other point of diffeiviico in this connection from tlie Jiidiaii 
proposals is that in the case of Burma it. is proposed (proposal 37) tlm,t 
the powers of the two Chambers shouhl bo entirely equal except for the 
vesting of Supply in the bower Chamber alone, wln'le in i.be ease of the 
Indian Fedeiul Legislature not only Sup])ly, l)ut nlsti tlie initiation of 
Money Bills, rests with the Lower House alone, .siihjoct, as regartls 
Supply, to a poweT in the Upper Chamber, if a. motion to that, efiect is 
moved on behalf of G-overiiment, of requiring a Joint Session to be called 
if it disapproves of a redaction or rejection of any Dumanil by tlie Lower 
Chamber, 
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be pveBcribecl by the Governor with a view to conferring qualifi- 
cation upon persons who liave rendered distingiiislied public 
saiwice. 

27. If tlie seat of a Senator becomes vacant, his place will be 28 
lilled either by election by the House of Representatives or by 
noiiiinatioii by tlie Clovenior, according to tlie method by which 

he had himself obtained his seat. 

28. Oiic-qvarter of the SnnUors will niire at the expimtimi of every 
period of (wo year, % this rjmrter hemj compoml alternately of <me-half 
of thcnoviiinded memhr,^ aiid one-Iutlf of the elected memhers; thejird 
quarter to retire to eoimst ofnommtcd memhers. The selection of those 
Senators vdio ore to retire at the expiration of the first two periods of two 
years after the first simmoninij of the Senate to he determined hy lot 
(SnhJcH to the ahocc amnyements the tenure of seats to he for eiyht years), 

'■'29. The House of Representatives will consist, apart from the 29' 
Govenioi'’s Cunnsellors, (f [132J memhers, of whom will he elected 
to represent yeneral rondiluencies and elected to represent special 
condMnenem. 


30. A member of the House of Uepi’esentativos will be required 
to be not less than 25 yeai’s of age and a British subject. 

31. Casual vacancies in the House of Representatives will be 
lillcd ])y the same method as that followed in the case of the 
election of the vacating member. 


32, Every member of either Chamber will be required to make 
IK I snbsci'ibe an o 
taking his seat : — 


and snbsci'ibe an oath or animiation in the following form before 


“I, A, B., having been 
Senate 


elected 

nominated 


a member of this 


fj — , do solemnly swear (or afhnn) that 

House of Representatives ^ 

I will be faithful and bear true allegiance to His Majesty the 
King, His heirs and successors, and that I will faithfully 
discharge the duty upon which 1 am about to enter.” 


33. The following disqualifications will be prescribed for 
membei'ship of either Chamber : — 

(a) in the case of elected members oi’ of members nominated 
by the Governor, the holding of any olFice of profit 
under the Crown otlier than that of JMinister ; 


30 

81 


84 


^ It is not at present possible to put forward a dclinite fi’anoliise 
scheme, or propose wlr.it should be the oxiict size of the Rouse and in 
what proportions seats should be allotted to gencMnl constituencies and to 
minorities and special intere.sts. Those inattei-s wonld have to be further 
discussed. 
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(5) a declaration of nnsouiidiiess of mind Ly a competent 
Court ; 

(c) being an uiidischai’ged bankrupt ; 

(d) conviction of tlie olfence of corrupt practices otiier 

election offences ; 

ie) ill tbe case of a legal practitioner, suspension from practice 

by order of a competent Court ; 

but provision will be made tliat tlie last t,wo 
disqualifications may be I’einoved ])y order of I, be 
Governor at bis discretion ; 

if) having an undisclosed interest in any contract; Avitli tlic 

Government; provided tliat the mere holding of 
shares in a company will not by itself involve tliis 
disqualification. 

35 34 . A person sitting or voting as a member of either Cliamlier 

when he is not qualified for, or is disqualified from, membership 
will be made liable to a penalty of in respe(*t of eacli day 

on which he so sits or votes, to be recovered in tlio Higli Court by 
suit instituted with the consent of a Principal Law Gllicor of the 
Government. 

^36 35 . Subject to the Rules and SUuiding Orders affecting tlie 

Chamber there will be freedom of speech in both CHiainbcrs of 
the Legislature. No person will be liable to any proceedings in 
any Court hy reason of his speech or vole in cither (ffiiimiK'r, or 
by reason of anything contained in any oflicinl ]’c]>ort, of tlie 
proceedings in either Ch amber. 

'37 36 . The following matters connected witli olections {ind eleclnval 

procedure, in so far as xwovision is not mad(^ by tin' Act, will Ix^ 
regulated by Order in Council : — 

(a) The qualifications of electors; 

(h) The delimitation of cnnstitueiioies ; 

(cj The method of election of representatives of minorities 
and other interests ; 

(d) the filling of casual vacancies ; and 

(e) Other matters ancillary to the abrn'e ; 

with provision that Orders in Council framed for tlicso ])iir])osos 
shall he laid in draft for a stated period before each 1 Louse of 
Parliament. 

Por matters other than the above coiinccied witli tlie (jondiici 
of elections the Legislature will be empowered to make lu'ovision 
by Act. But until the Legislature otlierwise determines, existing 
laAvs or rules, including the law or rules providing for the 
prohibition and punishment of conuipt practices or election 
offences and for determining the decision of disputed elections, 
will remain in force, subject, however, to such ni(ulilicatioiis or 



21 


adaptations to be made by Order in Council as may be required 
ill order to adapt their pronsious to the requirements of the new 
Constitution. 

Legislative Procedim, 

37. Bills may be introduced in either Chamber. 88 

38 . The Govenior will be empowered at his discretion, but 39 
subject to the provisions of the Constitution Act and to hia 
Instniinent ot Instructions, to assent in His Majesty’s name to a 

Bill which has been passed by both Chambers, or to withhold his 
assent, or to reserve the Bill for the signification of tlie lung’s 
pleasure. But before taking any of these courses it will be open 
to the Clovernor to remit a Bill to the Chambers with a Message 
requesting its reconsideration in whole or in part, together with 
such aiiiendments, if any, as he may recommend. 

Without prejudice to the provisions of proposal 40 no Bill will 
become law until it has been agreed to by both Chambers either 
without amendment or with such amendments only as are agreed 
to by l)oth Chambers, and lias been assented to by the Governor, 
or, in the case of a reserved Bill, until His Majesty in Council has 
signified hiw asseut. ^ 

39 . Any Act assented to by the Governor will wfithin twelve 40 
months be subject to disallowance l^y His Majesty in Council. 

40 . In the case of disagreement between the Chambers, tlie 41 
Governor will be empowered, in any case in which a Bill passed by 

one Cliamber has not, witliin three months thereafter, been passed 
by the other, either withoxit amendments or with agreed 
amendments, to summon the two Chambers to meet in a joint 
sitting for the purpose of reaching a decision on the Bill. The 
members present at a Joint Session wall deliberate and vote 
together upon the Bill in the form in which it finally left the 
Chamber in which it was introduced and upon amendments, if 
any, made therein by one Chamber and not agreed to l)y the other. 

Any sucli amendinents which are affirmed by a majority of the 
total number of members voting at the Joint Session will be 
deemed to have been carried, and if the Bill, mih the amendments, 
if any, so carried, is affirmed by a majority of the members voting 
at the Joint Session, it shall be taken to have been duly passed by 
botli Cl 1 ambers. 

In the case of a Money Bill, or in cases 'ivhere, in the Governor’s 
opinion, a decision on the Bill cannot, consistently witli the 
falfilmoiit of his responsibilities for a Reserved Department^' or of 
any of bis “special responsibilities,” be deferred, the Governor 
will be empowered in his discretion to summon a Joint Session 
forthAvitli. 


* Those i*esponsibilities cover all matters specitied in proposal 10. 
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42 41 . In order to enauic uuc Governor to fulfil tlie responsibilities 
imposed upon him personally for the administration oftlie lieserved 
Departments and liis “special responsibilities,” he will be 
empowered at his discretion — 

(a) to present, or cause to he presented, a Dill to either 
Chamber, and to declare by Messao-e to both Chambers 
that it is essential, having regard to his responsibilities 
for a Reserved Department or, as the case may bo, to 
any of his “special resixmsibilitios,” that the Dill so 
presented should become law before a date spc'cilied 
in the Message ; and 

(h) to declare by Message in respect, of any Dill already 
introduced in either Chamber that it should for similar 
reasons become law before a staled date iii a form 
specified in the Message. 

A Bill which is the subject of siicli a Message? w'ill tlien bo 
considered or reconsidered by the Chambers, as tin? case may 
require, and if, before the date specified, it is not passed by tlie 
two Chambers, or is not passed by the two Clianibers in the form 
specilied, the Governor will be empowered ai bis (Ilst*r(*ti()n 1o 
enact it as a Governor’s Act, eUher with or without any anumd- 
ments made by eitlier Chamber after receipt of his Messagt'. 

A Governor’s Act so enacted will have 1lio same? foivo and 
effect as an Act of the Legislature, and will ho subject lo dis- 
allowance in the same manner, hut tlie (lovcTuor’s coiu]K',leueo 
to legislate under this provision will not ex (cad 1)(»,yond the 
competence of the Legislature as defined hy tin? ( 'oustitiitioii. 

43 42. It will he made clear by means of the (Uiaetiiig words of a 
Governor’s Act, which will be distiugiiisliod IVoin 'the <uiiu*ting 
words of an orJinaiy Act (sec proposal ID ), that A(d,H of 
the former description arc enacted on the Governor’s own 
responsibility. 

44 48. Provision will also he made empowering the Cov('rnor in 
his discretion, in any case in wliicli ho consiilors that a liill 
introduced, or proposed for introduction, oi' any claus(t tlnu-eof, or 
any amendment to a Bill moved oi* projioscMl, would afVcct ih(‘ 
discharge of ]jis “special resi)onsibility " for tlu’ pivveiitioii of 
any grave menace to tlie peace or traiujuillity of Diiinia, to 
direct that the Dill, clause or aiuondmeut shuli not Ik? further 
proceeded with. 


45 


Frocedure with m/ard f.o Fhancial J^roptmls. 

44. A recommendation of the (loveriior will ho j'C(|niro(l for any 
proposal ill eitlier Cbajnber of the J^egislaliiro for the iuiptisitiou 
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of taxation, for tlie appropriation of public revenues, or any 
proposal affecting the public debt, or affecting, o]* imposing any 
charge upon, public revenues. 


45 . Tlie Governor 'will cause a statement of the estimated 46 
revenue and expenditure, together witli a statement of all proposals 

for the appj-opriatioii of those revenues, to be laid, in respect of 
every financial year, before both Chambers of the Legislature. 

The statement of proposals for appropriation will iDe so airanged 
as— 

{a) to distinguish between those proposals which will and 
those which will not (see proposal 47) he submitted 
to the vote of the Legislature, and amongst the latter 
to distinguish those which are in tlie nature of standing 
charges (for example, the items marked j iu the list 
in proposal 47) ; and 

(li) to specify separately those additional proposals (if any), 
whether under the Votable or non-Votable Heads, 
which the Governor regards as necessary lor tlie 
discharge of any of hfe “special responsibilities.’' 

46 . The proposals for the appropriation of revenues, other than 45 
proposals relating to the Heads of Expenditure enumerated in 
paragi-aph 47, and proposals (if any) made by the Governor in 
discharge of his special responsibilities, will be submitted in the 
form of Demands for Grants to the vote of the House of 
Representatives. The House of Representatives will be empowered 

to assent or refuse assent to any Demand or to reduce the amount 
specified therein, whether by way of a general reduction of the 
total amount of the Demand or of the reduction or omission of any 
specific item or items included in it. 

47 . Proposals for appropriations of revenues, if they relate to 49 
the Heads of Expenditure enumerated in this paragraph, will not 

be submitted to the vote of either Chamber of the Legislature, hut 
will be open to discussion in both Chambers, except in the case of 
the salary and allowances of the Governor. 


This pai-agrapli represents the constitutional principle embodied in 
Standing Order 6G of the House of Commona, which finds a place in pi-aetically 
every Constitution Act throughout the British Empire : — 

“ This House will receive no petition for any sum relating to public 
service or proceed upon any motion for any gi’ant or charge upon the 
public revenue, whether payable out of the consolidated fund or out of 
money to he provided by Parliament, unless recommended from the 
Crown.” 
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The Heads of Expenditure referred to above are 

(^i) Interest, Sinking Fund Charges and other expenditure 
relating to the laising, service and managemeut of 
loans'!" : expenditure fixed by or under tlie Constitution 
Actf ; expenditure required to satisfy a deoj'oe of any 
Court or an arbitral award. 

(iij The salary and allowances of the lloveriiort ; of 
Ministersl ; of the Governor's Counsellorst; of the 
Financial Adviser"!" ; of the Governor’s personal and 
secretarial staff and of the staff of the hlnaiu^ial 
Adviser. 

(iii) Expenditure required for the Reserved Departments’'-'* ; 
or for the dischai-ge of tlie duties imi^osecl by the 
Constitution Act on a principal Secretary of State. 

(lv) The salaries and pensions (including pensions payable to 
their dependants) of Judges of the High CoLU’t|; and 
expenditure certified by the Governor after consultation 
with his Ministers as required foi’ the expenses of that 
Court. 

(v) Salaries and pensions paj^able to, or to the ilo])eiulant8 
of, certain members pf the Public Services and certain 
other sums payable to such persons, f 

The Governor will he empowered to decide finally and con- 
clusively, for all purposes, any question whether a particular item 
of expenditure does or does not fall under any of the Heads of 
Expenditure refeired to in this paragraph. 

50 48 . At the conclusion of the budget proceedings the Govoi-nnr 
will authenticate by his signature all ap])i'opriations, wlicthcr 
voted or those relating to matters enumerated in proposal d? ; 
the appropriations so authenticated will be laid before both 
Chambers of the Legislature, but will not be open to discuHsion. 

In the appropriations so authenticated Ihe Governor will bo 
empowered to include any additional amounts which lie regards as 
necessary for the discharge of any of his special i'esi)onsibilitics, 
so, however, that the total amount authenticated iindor any head 
is not in excess of the amount originally laid before the Legis- 
lature under that Head in the Statement of proposals for 
appropriation. 

The authentication of the Governor will be suflicleni aiitliorily 
for tlie due application of the sums involved. 

51 49 . The provisions of proposals 44 to 4S iiieliisivo will apply 
with the necessaiy modifications to proposals foi' the appropriation 
of revenues to meet expenditure not included in the Aiimial 


* i.e. dl the matters specified in proposal 10. 
J See Appendix I, Part III. 
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Estimates whicli it may become necessaiy to incur during tlie 
course of the financial year. 


Procedure in the Lecfislature. 

50. The procedure and conduct of business in each Chamber 52 
of the Legislature will be regulated by rules to be made, subject 
to the provisions of the Constitution Act, by each Chamber ; but 
the Governor will be empowered at his discretion, after consul- 
tation with Llie President, or Sjoeaker, as the case may be, to 
make rules— 

(a) regulating the procedure of, and the conduct of business 
in, the Chamber in relation to matters arising out 
of, or affecting, the administration of the Reseiwed 
Departments, or any other special responsibilities with 
which he is charged ; and 

■^(b) prohibiting, save with the prior consent of the Governor 
given at his discretion, the discussion of or the asking 
of questions on any matter affecting relations between 
His Majesty or the Governor and any foreign Prince 
or State. 

In the event of conflict between a rule so made by the Governor 
and any rule made by the Chamber, the former will prevail and 
the latter will, to the extent of the inconsistency, be void. 


Emergency Powers of the Governor in relation to Legislation, 

51. The Governor will be empowered at his discretion, if at 53 
any time he is satisfied tliat the requirements of the Reseiwecl 
Departments, oj* any of the “ special responsibilities ” with which 
he is charged by the Constitution Act render it necessary, to 
make and promulgate such Ordinances as, in his opinion, the 
ciicunistances of the case require, containing such provisions as 
it would have been competent, under the provisions of the 
Coiislitution Act, for the Legislature to enact. 

An Ordinance promulgated under the proposals contained in 
this paragraph will continue in operation for such period, not 
exceeding six months, as may be specified therein ; the Governor 
will, however, have power to renew any Ordinance for a second 
period not exceeding six months, but in that event it will be laid 
l)efore Ijotli Houses of Parliament. 


* Some provision will also be reqidi’ed on the lines of proposal 109 of the 
Indian White Paper, having due i-egard to the fact that the areas in Bmma 
which will correspond to Excluded and Pai-tially Excluded Ai’eas in India 
may require slightly different treatment. 
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An Ordinance will have the same force and effect, whilst in 
oj)eration, as an Act of the Legislature ; but every such Ordinance 
will be subject to the provisions of the Constitution Act relating 
to disallowance of Acts and will be subject to withdrawal at any 
time by the G overnor. 

S4 63. In addition to the powers to be conferred upon the Oovornor 
at his discretion in the preceding paragrapJi, the Clovcrncu- will 
further he empow’ered if liis Ministei-s are satisfied, at a time when 
the Legislature is not in session, that an einergeiuy exists wliich 
renders such a course necessary, to make and pvonndgato any sucli 
Ordinances for the good government of Burma, or any ])art thereof, 
as the circumstances of the case require, containing such provisions 
as, under the Constitution Act, it would have been compotenl for 
the Legislature to enact. 

An Ordinance promulgated under the ])VO[iosals contained in 
this paragraph will have, while in operation, l.lie saiiu' I’on'c and 
effect as an Act of the Legislature, but every such Onllnaiice— 

(a) will be required to be laid before tlie Legislature and 'will 
cease to operate at tlie expiry of six 'weeks from the 
date of the reassembly of tlie Jjegislaiure, iinlcss hotli 
Chambers have in the meantime disapijroved it by 
Resolution, in whicli case it wdJl cease to opoiu to 
forthwith ; and 

,b) will be subject to the provisions of the Constitution Act 
relating to disallowance as if it were an Act of the 
Legislature; it will also be su))j(?ct to withdrawal at 
any time by the Goveriio)'. 


Provisions i% the event of a Breahlom. in thn Constilvtion. 

55 53. The Governor will be empowered at liis (liscrelion, if at any 

time he is satisfied that a situation has arisen which rondors it for 
the time being impossible for the Government to be canh^d on 
in accordance with the provisions of tlic. Constitution Ai-t, by 
Proclamation to assume to jiimself all Rich powers vi'sptd by law 
in any autliorily in Burma, as api>car to him to Ix'. iicci^ssary for 
the purpose of scouring that the Covenmicnt sluill 1)(‘. (‘urricid on 
effectively. 

A Proclamation so issued will have tiic same forc^ci anti elfcet 
as an Act of Parliament; will be cominuni(*.aUMl forthwith to a 
Secretary of State ami laid before Parliament; will cease to 
operate at the expiry of six iiuuitlis unless, hefoj'o the ex[)iry 
of that period, it has been approved by Jtesoliitions of bot’k 
Houses of Parliament; and may at any time be revoked by 
Resolutions by l)otU Houses of Barliainent*. 
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Fmuers of tlie Legislature. 

54. Snlject to any special jmmions thcU vmy be mode in respect ^/po^?lTl7o 
the areas to he named in Scliednles to the Vonstitidion Act, th Legislature 118 of the 
will ham power to make laws— 

^ ^ _ Paper. 

(a) for all persons, courts^ places and things within the terdtoncs 
for the time Icing hclonging to His Majesty in Burma ; and 
{})) for all subjects of His Majesty and ser cants of the Crown in 
Bimna hut without and beyond the terntories for the time 
hem/ belonging to His Mujeky ; 

(6') for all subjects if His Majesty being of Bimnan domicile without 
and beyond the confines of Burma ; mid 
{d) for the raising, maintaining, disciplining and regulating oj 
offleers^ a Hors, mannes, soldiers, airmen and follower's in Ms 
Majesty s Bimnan forces, loherever they are serving, in so far 
as they are not subject to the Naval Discipline Act or ths 
Army Act or the Air Force Act or to any similar law 
enacted by the competent authority in India. 

The power to m&lse laxos as above will inchule the povxr to repeal or 
amend laws enacted, before the separation of Burma from hulija,hythe 
Indian Legislature or the Provincial Legislature of Burma. 

55. It will be outside the competence of the Legislature to HO 
make any law affecting the Sovereign or the Ro 3 ’al Family, the 
sovereignty or dominion of tlie Crown over any part of Burma or 

the Jaw of British national] t}’. It will similarly not be competent 
to make any law affecting the Naval Discipline xVet, the Army Act 
and the Air Force Act, or any similar laws enacted by the competent 
(ndliorily in India. It ‘inll also he ]yrovided that all authorities in 
Pjnrma shall give full effect to sxich Indian laws in respect of 
persons in Burma to LDhom. they apphj. Neither will the Legislature 
be able to amend ihe Constitution Act except in so far as the Act 
itself provides. 

56. Subject as above, the consent of the Governor, given at his 119 
discretion, will be required to the introduction in the Legislature 

of Jegislatiion which repeals or amends or is repugnant to any 
Act of Parliament extending to Burma, or any Governor’s Act or 
Ordinance^'^ or wliich affects any Department or matter reserved 
for the control of tlie Governor, or religion or religious rites and 
usages, or the procedure regulating criminal proceedings against 
European British subjects. 

57. The giving of consent by the Governor to the introduction 12, 
of a Bill will l)e without prejudice to his power of withholding his 
assent to, or of reserving, tlie Bill when passed ; luit an x\ct will 

not be invalid by reason only that prior consent to its introduction 


* A Governor’s Ordinance for the purpose of this proposal meajia an 
Ordinance us desoiibed in pi-oposals 51 and 52. 
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was not given, provided tliat it was duly assented to ty the 
Governor, or by His Majesty in the case of Bills reseiwed for His 
Majesty’s pleasure. 

122 58. The Legislature will have no power to make laws subjecting 

in Burma any British subject (including companies, pujluerships 
or associations incoiporated by or under any law in force in Bunmi), 
in respect of taxation, the holding of property, the carrying on oF 
any profession, trade, business or occupation, or the cmployiiieut 
of any seiwant or agent or in respect of residence oj‘ travel Avitiiin 
the boundaries of Burma, to any disability or discrimi nation based 
upon his religion, descent, caste, colour or place of l}irtli ; but no 
law will be deemed to be discriminatoiy for tliis piirj)ose on tJie 
gi’oiirid only that it prohibits either absolutely ov with oxccptiojis 
the sale or mortgage of agricultural laiul in any area to any 
person not belonging to some class recognised as being a class of 
persons engaged in, or connected with, agriciilUirc in that area, 
or which recognises the existence of some right, i)i‘ivilegc or 
disability attaching to the members of a conminnity l)y \urtne of 
some privilege, law or custom having tlie force of law. 

A law, however, which might otherwise be void on the gi'oimd 
of its discriminatory character will be valid if previously declared 
by the Governor, at his discretion, to be necessary in tlio intorosts 
of the peace and tranquillity of Burma or any paid tlu'rcof. 


123 59. The Legislature will have no power to make laws subjecting 

any British subject domiciled in the United Xiugcloni (incliuliiig 
companies and partnei-ships incorporated or eoiiHti(,uied by oi' 
under the laws of the United Kingdom) to any disal)ilit,y or 
discrimination in the exercise of certain Bpecdlicd rights, if a 
Burman subject of His Majesty or a company, ttc., const, ituiod by 
or under the law in force in Burma, as tlie ease may be, would not, 
in the exercise in the United Kingdom oEtlie corresponding J’iglii, 
be subject in tlie United Kingdom to any disability oj* dls(jnmina- 
tion of the same or a similar character. TJm riglils in question 
are the right to enter, travel and reside in any part of Ihirnia ; to 
hold property of any kind ; to carry on any trade or busiiu'ss in, 
or witli the inhabitants of, Burma ; and to appoint and cinidoy at 
discretion, agents and servants for any of the al)ov(‘ ])ur[j()ses. 

Provision will be made on the same lines tor ccpial Ircal incut 
on a reciprocal basis of ships registered respectively in Jhu'ina. 
and the United Kingdom. 


60. It will he necessary to consider whdhci' the 2^nnci/>les umlcrlijinif 
proposal 69 should he adopted as between Burma and Indvt. 
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61 . All Act of tlie Legislature, however, which, with a view to 124 
the eucoiiragement of trade or industry, authorises the paj^niont 

of grants, bounties or subsidies out of public funds, will not be 
held to fall within the terms of paragraphs 58 and 59 by 
reason only of the fact that it is Limited to persons or companies 
resident or incorporated in Burma, or that it imposes on persons 
or companies not trading in Burma before such Act was passed 
as a condition of eligibility for any such grant, bounty or subsidy, 
that a company sliall be incorporated by or under the laws of 
Burma, or conditions as to the composition of the Board of 
Directors or as to the facilities to be given for training Burmans. 

62 , Provision will require to be made in regard to the regis- 
tration in Burma of medical practitioners registered in the United 
Kingdom and in India. (See footnote to proposal 123 of the 
Indian White Paper.) 


Fiitahoul Powers and Relations. 

Froperty^ Gontrcxts and StUts. 

63 . All legal proceedings which may be at present instituted 130 
by or against the Secretary of State in Council in respect of 
matters in or concerning Burma, will, subject to the reservations 
specified below, he instituted by or against the Government of 
Burma. 

64 . Arvmigenfients will he 'tmde for the determimtion of an egidtdbh 
dutrihiJlion between India and Burma of assets and liabilities existing at 
the time of coming into force of the Act; and provision will he made 
in the Act to give statutcn^ effect to SMch determination and io such 
agreements as may he made thereunder hy the respective Governments of 
the two cominies. 

The proposals contained in paragraphs 133 and 134 of the Indian 
White Paper toil!, if adopted, have the effect of maintaining as against 
the Sfcreta')^ of State for India remedies which before the Act might have 
been enforced against the Secretary of State in Council, loth as regards 
matters arising in India and matters arising in Burma. Frovimn mil, 
therefore, he made in the distribution of assets and liabilities referred to 
above for the determination, as between the revenues of India and of 
Burma, of the ultimate liability in respect of ^ach matters ; and the 
Secretary of State will be given povjcr to secure the implmenting of any 
judgment or award against him in respect of a matter arising in Burma. 

65 . Subject to the agreed distribution provided for in the preceding 131 
paragraph, all property in B%mia which immediately before the date of 

the coming into force of the Constitution Act was vested in His Majes 
for the purposes of the government of India will be vested in His Majesty 
for the purposes of the government of Buma. 
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132 66 . Existing pov^ers of the Secretary of State in Council in 
relation to property allocate<l under paragraph 64 and in relation 
to the acquisition of property and the making of contracts will 
be transferred to and become powers of tlie Governor. All 
contracts, &c., made under the powers so ti’ansferred will be 
expi-essed to be made by the Governor and jnay be executed and 
made in such manner and by such person as he may direct, but 
no personal liability will be incurred by any ]-)ei*soii making or 
executing such a contract. 

133 67, The Secretary of State will be substituted for the Sccrotaiy 
of State in Council in any proceedings instituted before the 
commencement of the Act by or against tlie Secretary of Stale in 
Council. 


^tahdorij Eftilvxu/ Bocmi. 

68. Provision will be made for vesting the managcinent of tlie 
railways in Burma in a Statutory Ralhvay Board coiisiitiMed on 
lines analogous to those of the corresponJiiig body to be set up 
in India. 


Borrow in(j Powers. 

140 69. The Government of Burma will have power to borrow for 

any of the purposes of the government of Burma iiptni llio scciirity 
of the revenues of Bimna within such limits as may from time to 
time be fixed by law. 

147 70. Arrangements will require to be made to secure that Burma 

sterling loans shall be eligible For Trustee status on appropriate 
conditions. 


General. 

71. Provision will be made securing that tlio I’cveniios of Burma 
shall be applied for the purposes of the goveriiini'nt of Burma 
alone. 


The lliGJi CoiJUT, 

78. The existing High Court established by Betters Patent will 
be maintained. 

73. The Judges of the High Court will contiiuio lo a])pointod 
by His Majesty and will hold ollice during good behaviour. The 
tenure of oHice of any Judge will cease on Jiis attaining the age of 
62 years, and any Judge may I'esigu his ollico to the Govtumor. 
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74. The qualifications for appointment as Cliief Justice or 170 
Judge will remain as at present, except that any pemou qualified 

to he a Judge will be eligible for appointment as Chief Justice, 
and that the existing provision, which requires that one-third 
of the Judges must be barristers or membei*s of the Faculty of 
Advocates in Scotland and that one-third must be members of the 
Indian Civil Service, will be abrogated. 

75. The salaries, pensions, leave and other allowances of I*?! 
Judges of the High Court will be regulated by Order in Council. 

But neither tlie salary of a Judge nor his rights in respect of 
leave of absence or pension will be liable to be varied to his 
disadvantage during his tenure of office. 

76. The power to appoint temporary additional Judges and to 172 
fill teiiipoT‘ary vacancies in the High Court will be vested in the 
Governor in his discretion. 

77. Subject to any provision wffiich may be made by the 173 
Legislature the Higli Coiui; will have the jurisdiction, powers and 
authority vested in it at the time of the commencement of the 
Constitution Act. 

78. The Legislature will have power to regulate the powers of 175 
superintendence exercised by the High Court over subordinate 
Courts. 

79. Js regards appeals to the King in Council, subject always to the right 
of His Majesty to grant special lc(m, existing rights of appeal will he 
‘preserved, and in addition mi appeal will lie without lam from the High 
Court to the Pnvy Council in any matter involving the interpretation of 
the Constitution Act 

The Secretary of State’s Advisers. 

80. The Secretary of State will be empowered to appoint two 176 
persons [of whom one must have held office for at least 10 years 
umler (he Grown in Burma) for the purpose of advising him. 

81. iVny person so appointed will hold office for a term of five 177 
years, will not he eligible for reappointment, and will not be 
capable, while holding his appointment, of sitting or voting in 
Parliament. 

82. The salary of the Secretary of State’s advisers will he 178 
£ a year, to be defrayed from monies provided by Parliament. 

83. The Secretary of State will determine the matters upon 179 
which he will consult his advisers, and will he at liberty to seek 
their advice, either individually or together, on any matter. 

But BO long as a Secretaiy of State remains the authority charged 
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by the Constitution Act with the control of any members of the 
Public Services in Bunna he will be required to lay before his 
advisers sitting jointly with the advisors, 'provision for whose 
appoiyitment is made in proposal 176 of the Indian White Paper, 
and to obtain the concurrence of the majority of the body so 
formed to any draft of rules which he proposes to make under the 
Constitution Act for the puipose of regulating conditions of service, 
and any order wliich he proposes to make upon an appeal admissilMe 
to him under the Constitution Act from any such member 

The Public Beuvioes. 

Ge/wrU. 

IgQ 84. Every pei-son employed under the Crown in Burma will he 
given a full indemnity against civil and crijninal proceedings in 
respect of all acta before the commencement of tlio Const itulion 
Act done in good faith and done or purported to ho done in the 
execution of his duty. 

181 . 8®- Every person employed in a civil capacity under iho Crown 
ill Bunna will hold office during His Majesty’s pleasure, hut he 
will not be liable to dismissal by any authority subordinate to tJie 
authority by whom he was appointed’"- ; or to tlisi iiissal or reduction 
without being given formal ndtice of any chargo made against 
him and an opportiuiity of defending himself, unless he lias been 
convicted in a criminal Couit or has absconded. 

(a) Persons appointed hy the Secretary of State in Council before the 
vommencemeMt of the Constitution Act, and pcrso'ns to bo ap'pomtrd hy 
the Secretary of State thereafter. 

182 86. Every person appointed by the Secretai-y of State in 
Council before tlie commencement of tlie Constltiitiou Act will 
continue to enjoy all service rights possessed by him at that dale 
or will receive such compensation for tlie loss of any of tliem as 
the Secretary of State may consider just and equitable. Tho 
SetTetary of State will also be empowered to award compensation 
in any other case in which he considers it to be just and equitable 
that compensation should be awarded. 

A summary of the principal existing service rights of iiersous 
appointed by the Secretary of State in Council is sot out hi 
Appendix! (Parti). These rights will he in part embodied in 
tlie Constitution Act and in part provided for hy rules made by 
the Seorelaiy of State. 

Note. — An appeal lying previoiisly to the Oovmwr-Qcncral of India 
vMl in future lie direct to the Secretary of State. 

* Pemons appointed by the Governor- General or by iho Govornor- 
General in Conncil and titiDafeiTed permanently for service iu Banna will 
be liable to dismissal by the Governor of Bnnna, and porsonK a])])()iniod 
by subordinate authorities in India and similarly transferred will bo 
liable to dismissal by authoritieK in Burma of corresponding status. 
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87. The Secretary of State will after tlie commencement of the Act 183 

make appointments to the Services which will replace the Indian 
Civil Service and the Indian Police in Burma^‘^ and ttie Ecclesiastical 
Dej^artment. The conditions of service of all persons so appointed, 
including conditions as to pay and allowances, pensions and 
discipline and conduct, will be regulated by rules made by the 
Secretary of State. It is intended that these rules shall in sub- 
stance he the same as those now applicable in the case of persons 
appointed by the Secretary of State in Council before the com- 
mencement of the Act. 

88. Every person appointed by the Secretary of State will 184 

continue to enjoy all service rights existing as at the date of his 
appointment, or wiU receive such compensation for the loss of any 

of tliem as the Secretary of State may consider just and equitable. 

The Secretary of State will also he empowered to award compen- 
sation to any such person in any other case in which he considei’s 
it to be just and equitable that compensation should he av/arded. 

89. The Secretary of State will he required to make rules 185 
regulating the number and chai’acter of posts to be held by 
persons appointed by tlie Crown, by the Secretary of State in 
Council or by the Secretary of State, and prohibiting the filling 

of any post declared to he a reserved post otherwise than by 
the appointment of one of those persons, or the keeping vacant of 
any reserved post for a period longer than three months without 
the previous sauctioii of the Secretary of State or save under 
conditions prescribed by him. 

90. Conditions in regard to pensions and analogous rights will 186 
he regulated in accordance with the rules in force at the date of 

tlie Constitution Act, and tlie Secretary of State will have no 
power to make any amending rules vaiyiiig any of these conditions 
so as to affect adversely the pension, (Sec., of any person appointed 
before the variation is made. An award of pension less than the 
maximum pension admissible wdll require the consent of the 
Secretary of State. The pensions of all persons appointed before 
the commenc;emeiit of the Constitution Act wiU be exempt from 
Burma taxation if the pensioner is residing pennaneiitly outside 
Burma. The pensions of persons appointed by the Secretary of 
State or by tlie Crown after that date 'will also he exempt from 
Burma taxation if the pensioner is residing permanently outside 
Burma. 

91. The existing rule-making po'svers of the Secretary of State 187 
ill Council will continue to he exercised by the Secretary of State 

in respect of persons appointed by the Secretary of State in 
Council or to be appointed by the Secretaiy of State until His 
Majesty by Order in Council made on an Address of botli Houses 


See Introduction, pai-agrapli 19. 
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of Parliament designates anotlicr authority for tho purpose. Any 
rule made by the Secretary of State will require apj>roval as 
specified in proposed 83, unless and until liotli Houses of 
Parliament by Kesohuion otherwise detemiine. 

188 92 . Provision will be made wliereby any person ai^pointod hy 
the Crown who is or has been serving in Buniia in a civil capacity 
and any pei-son who, tliougli not appointed by tlie Secretary of 
State in Council before the commencement of tlie Constitution Act 
or by the Secretaiy of State after its connneneoinont, hoi i Is or luis 
held a post home on llie cadre of the Indian Civil Service may be 
given such of the rights and conditions of service and oinployment 
of persons appointed by the Secretary of State in Council or by 
the Secretary of State, as the Secretary of State may docide to be 
applicable to his case. 

189 93 . A statement of the vacancies in, aad tlie I’ecruitment made 
to, the Services and Departments to which tho Secretary of State 
will appoint after the commencement of the Chinstitiition Act will 
be laid annually before both Houses of IVliamont. 

A statutory enquiry will be held into the tinostion of future 
recruitment to the Services which -will replace tlio Indian Civil 
Service and the Indian Police after a period to l)e determined.'''- 
The decision on the results «of this enquiry, witli wliicli tlie 
Government of Burma will be associated, will rest with His 
Majesty’s Government, and be subject to the approval of both 
Houses of Parliament. 


(b) Persons appointed or to he appointed otherwise than hi/ the Seerctarj/ 
of State ill Gomcil or the Becreiavy of Btak. 

190 94 . The Government of Burma will appoint and, subject to the 
following paragraphs, detenume the conditions of service of all 
persons in the service of Government other than pcrs(jns appointed 
by the Crown, by the Secretary of State in (Jouiicil, by the 
Secretaiy of vState, or hj the Governor in diseharije of the respomlUlily 
impost d upon him under the propiosah contained in parayraph 1 0 . 

95 . Provision will he made for the compidsory transfer to the serrire of 
the Government of Burma of ptrmiis recridted hy the Gwcnminit of hvlia^ 
before the commencement (f the Cotistitution Act for service in Uarnia 
alone. 

191 96 . Every person in the service of the OovermiKiiij, of Bni'ina at 
the commencement of the Constitution Aci, ant! all persons in the 
service of the Gorevn'ment of India at the date of the rominenecinent of 
the Burma Constitution Act and transferred thereafter to that of the 
Government of Burma, will continue to enjoy all service rights they 
enjoyed at the date of such transfer. A siiiiimary of the piincipal 
existing rights is set out in Appendix 1 (Pai’t H). 

* See paragrapli 10 of IntrodiicHon. 

J See paragraph 21 of Introduetion. 



N(iTK. — Itifitv of pi' ran Irmtafimui Jrnui ike, serum of the 

Gorernm.vot (\f to flint of ike (Jovrriumit of IJitrvMf appeals will in 
future lie onhj to llie appropriate tivfhorifij in Uarma, 

97. No person appoinled hy an authority other than the 192 
SonivMury of Slnlo in (’ouiieiJ who was serving in Burma in a 

civil (*apaci(y hofon^ tlu‘ ooinnienoeinent of the Constitution Act, 
and no person in the aerriee. of the, GorenmcM of India, at Ike, date of the, 
conuiieneenienf of that Aei and /ransfe.rred thereafter to seriYice in JJtii'ina, 
will have liis coiiditioiis of wnwicte in respect of pay, allowauces, 
pension or anj otlnu' niuttcn* adversely alfected, save by an 
untliority in Burma ooinpotent to pass such an order on the 
Sth J\landi lB2(i or willi the sanction of such authority as the 
Secretary of StatP may direct, 

98. No rule or order of tlic Government of Burma affecting jqq 
enujlunumls, ixmsions, ])r(wi(lent fimds, or giutiii ties, and no order 
upon a memorial will be made or passed to the disadvantage of 

an ollieer ap])oint('d to a Ceniral iServico, Class I or Class II, or to 
a rmriiia Provim'ial Service, before the coiuniencement of tlie Act, 
witliout tlio personal conenn'ence of the Governor. No X) 0 st in a 
iSorvico whi(di replaces a Central Service, Class I or Class II, or 
in any Rei‘vic*o ro])lacijig a Proviheial Service shall be brought 
und(M'' reduction if such reduction would adversely affect any 
])orson who, at the connnencement of the Constitution Act, was 
a membei' of those Services, without the sanction of the Governor 
or, in the case of any person appointed by the Crown or by the 
Secretary of State in Council, of the Secretary of State. 

99. Every pei’son, wlietlier appointed ])efore or after the 194 
t'ornnimicement of the Constitution Act, who is serving in a civil 
capacity in n whole-time jiennanent appointment, will he entitled 

to one appeal against any order of censure or piiniBhinent, or 
against any oi'dcr affecting adversely any condition of service, pay, 
ailowainx's, or pension, or any contract ol service, other than an 
Onh'r nia(l(‘ by the Government in the case of officei-s serving 
iind(M’ its ('Oiiirnl. 


(c) Puhlie. Smw.e. Oomnissioii, 

100. Tliere will bo a Public Service Commission for Burma. 197 
Tli(‘ mcinl)(n*s of tlic Public Service Commission will be appointed 
hy tlio Governor, wlio will also determine at his discretion their 
mimhcr, bmiiro of office, and conditions of service, including pay, 
iillowaiua's, and pensions, if any. The Cliairniaii at the expiration 
id his term of office will bo ineligible for further office under 
the (h’owu ill Burma. TJic eligihility of the other menibers foi 
fnrilier eiipiloymcnt under the Crown in Burma will be subject to 
regulations made by the Governor. 



198 101. The emoliiuients of the members of the Public Service 
Commission will not be subject to the vote of tlie Legislature, 

199 102. The Public Service Commission will conduct all com- 
petitive examinations held in Burma for appointments to the 
Government service. The Government will he required to consult 
it oil all matters relating to methods of recruitment, on 
appointments hj selection, on promotions, and on transfers fi'om 
one service to another, and the Commission will advise as to the 
suitability of candidates fur such appointments, promotions or 
transfer. 

200 103. The Government will also he required, subject to siicli 
exceptions (if any) as may he specified in regulations to bo made 
hy the Secretary of State or Oovernoi’, as the case may be, to 
consult the Public Service Commission in coiinectiou with all 
disciplinary ordem (other Ilian an order for suspension) affciding 
persons in the public services in cases wliicli arc submitted to 
the Government for orders in the exercise of its original ov 
appellate powem; in connection with any claim by an olllcer 
that Government should bear the costs of his defence in legal 
proceedings against him in respect of acts done in liis oHicial 
capacity ; in connection with &ny claim hj an oficcr that he has 
suffered loss of rights emtinej at the date of hu transli>y to service 
under the JBui^a Government ; and in connection witli any other 
class of case specified by regulations made from time to Lime by 
the Secretary of State or Governor as the case may bo. But no 
regulations made by the Governo]’ will he able to confer powers 
on the Commission in relation to any person apjioiiitcd by the 
Secretary of State without the assent of the Secretaiy of Stale. 

201 104, The Government will be empowered to rofei' io the 
Commission for advice any case, petition, or memorial if they 
think fit to do so ; and the Secretaiy of State will ho empowered 
to refer to the (Commission any matter relating to ])orsons 
appointed hy him on which he may desii*e to have the opinion of 
the Commission. 
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(Part I.) 

List of py'inoipal existing Rights of Officers appointed, hy the Secretary of 
State in Goiincil. 

Note. — In the case of sections the reference is to the Grovei’nmeiit.of India 
Act, and in the case of rules to rules made under that Act. 

1. Protection from dismissal by any authority subordinate to the 

appointing authority (Section 96ii (1)). 

2. Right to be heard in defence before an order of dismissal, removal 

or reduction is passed (Classification Rule 55 j . 

3. Gruarantee to persons appointed before the commencement of the 

Government of India Act, 1919, of existing and accruing rights or 
compensation in lieu thereof (Section 96b (2)). 

4. Regulation of conditions of service, pay and allowances, including 

Burma allowance, and discipline and conduct, by the Secretary of 
State in Council (Section 96b (2)). 

5. Power of the Secretary of State in Council to deal with any case in 

such jnanner as may appear to him to be just and equitable not- 
withstanding any rules made uxi,der Section 96b (Section 96b (5)). 

6. Non-votability of salaries, pensions and payments on appeal (Sections 

67a (3) (iii) and (iv) and 72d (3) (iv) and (v)). 

7. The requirement that rules under Part VI [-A of the Act shall only 

be made mbh the concuiTence of the majority of votes of the 
Council of India (Section 96 e). 

8. Regulation of the right to pensions and scale and conditions of 

pensions in accordance with the rules in force at the time of the 
passing of the Government of India Act, 1919 (Section QGu (3)). 

9. — (i) Reservation of certain posts to members of the Indian Civil 

Seiwice (Section 98). 

(ii) Appointment of persons who ai'e not members of the Indian 
Civil Service to offices reserved for members of that seiwice only to 
be made subject to rules made by the Governor- General in Council 
with the approval of the Secretai’y of State in Council (Section 99), 
or in cases not covered by these rules to be provisional until 
approved b^'’ the Secretary of State in Council (Section 100). 

10. Determination of sireiigth (including number and character of 

posts) of All-India Services by the Secretary of State in Council, 
subject to temporary additions by the Governor- General in Council 
or Local Government (Classification Rules 24 and 10). 

11. Provision that posts borne on the cadre of All-India Services shall 

not be left unfilled for more than three months without the 
sanction of the Secretary of State in Council (Classification 
Rule 25). 

12. Appointment of anyone who is not a member of an All-India 

Service to posts borne on the cadre of such a Service only to he 
made with the sanction of the Secretary of State in Council, save 
as provided by an}-- law or by rule or orders made by the Secretary 
of State in Council (Classificatiou Rale 27). 
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13. Sanction of the Secretary of State in Council to the modification 

of the cadre of a Central Service, Class I, which would adversely 
afiect any officer appointed by the Secretary of State in Council^ 
to any increase in the number of posts in a Provincial Service 
which would adversely affect any person who was a member of 
a coiresponding All-India Service on 9th March 1926, or to the 
creation of any Specialist Post which would adversely affect 
any member of an A 11- India Service, the Indian Ecclesiastical 
Establishment, and the Indian Political Department. (Provisos 
to Classification Rules 32, 40 and 42.) 

14. Personal concurrence of the Govemor required to any order 

affecting emoluments, or pension, any order of formal censure, or 
any order on a memorial to the disadvantage of ait officer of an 
All-India Service (Devolution Rule 10) . 

15. Personal concurrence of the Governor required to an order of 

posting of an officer of an All-India Service (Devolution Rule 10). 

16. Right of complaint to the Governor against any order of an ofiioial 

superior in a Governor’s Pi*ovince and direction to the Govenior to 
examine the complaint and to take such action on it as may appeal^ 
to him just and equitable (Section 96 D (1)). 

17. Right of appeal to the Secretary of State in Council, (i) fi-oin any 

order passed by any authority in India, of censure, withholding of 
increments or promotion, reduction, recovery fz*om pay of loss 
caused by negligence or breach of orders, sasi)ension, removal or 
dismissal, or (ii) from any order altering or intorpi^efciug to his 
disadvantage any rule or contract regulating conditions of service, 
pay, allowances or pension made by the Sccrotai'y of Stare in 
Council, and (iii) from any order terminating employiiienii other- 
wise than on reaching the age of suporamiiiation (Oliissificiition 
Rules 56, 67 and 58). 

18. Right of certain officers to retire under the rogulation.s for premature 

retirement. 


(Part II.) 

List of pritici'^al esdsting Rights of Persmts appointed hy Author ily nthfir 
than the Secretary of State in Ootmcil. 

Note. — In the case of sections the reference is to tlie Govei’iiment of India 
Act, and in the case of rules to rules made under* that Act. 

1. Prolection from dismissal by any authority subordinate to the 

appointing authority (Section 96b (1)). 

2. Right to be heard in defence before an order of dismissal, removal 

or reduction is passed, subject to certain exceptions (OlassUication 
Rule 55). 

3. Regulation of the strength and conditions of service of the Central 

Services, class I and class II, by the Governor- General in Council 
and of Provincial Services by Local Govci*nment subject, in the 
case of the latter, to the provision that no i-educiion which 
adversely affects a person who was a member of the Service on the 
9th March 1926 should be made without the previous sanction «)f 
the Governor- General in Council (Classification Rules 82, 88, 36, 
37, 40 and 41). 
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4. Personal concurrence of the Governor req^uired to any order affecting 

emoluments or pension, an order of formal censure, or an order on 
a memorial to the disadvantage of an ojQ&oer of a Provincial Service 
(Devolution Rule 10). 

5. Right of appeal from any order of censure, withholding of increments. 

or promotion, reduction, recovery from pay of loss caused by 
negligence or breach of orders, suspension, removal or dismissal, 
and any order altering or interpreting to his disadvantage a rule 
or contract regulating conditions of sei'vice, pay, allowances or 
pension, and in the case of subordinate services the right of one 
appeal against an order imposing a penalty (Classification Rules 56,. 
57, 68 and 54). 


(Part hi.) 

Non-Votable Salaries, &o. (Civil). 

The salanes and pensions of the following classes of persons are non* 
votahle : — 

(u) persons appointed by or with the approval of His Majesty or by 
the Secretary of State in Council before the commencement, 
of the Constitution Act or by a Secretary of State thereafter ; 

(b) persons appointed before the first day of April 1924, by the 

Governor-General in CouBLcil or by a Local Government to 
Services and posts classified as superior; 

(c) holders in a substantive capacity of posts borne on the cadre of 

the Indian Civil Service ; 

(d) members of the Public Service Commission; 

(e) holders in a substantive capacity before the commencement of the” 

Constitution Act of posts in an Indian Central Service. 

The following sums payable to such persons fall also under item (v) of 
paragiuph 47, namely : — 

Sums payable to, or to the dependants of, a person who is, or has been, 
in the service of the Cixiwn in Burma under any Order made by the- 
Secretaiy of State in Council, by a Secretary of State, by the Governor- 
General in Council, or by the Governor of Burma upon an appeal preferred 
to him in pursuance of Rules made under the Constitution Act. 

Por the purposes of tlie proposals in this Appendix the expression 
“salanes and pensions” will be defined as including remuneration,, 
allowances, gratuities, contributions, whether by way of interest or other- 
wise, oiit of the roveunes of Burma to any Provident Fund or Family 
Pension Fund, and any other payments or emoluments payable to, or on 
account of, a person in respect of his office. 
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APPENDIX II. 

(See paragraph 18 of Introductiou.) 

Peoyisional List op Areas to be included in Schedule A and 
Schedule B to the Constitution Act. 

Schedule A. 

District Area 

1. Federated Shan States ... Northern Shan States. 

Southern Shan States. 

2. j&i’akan Hill Tracts .. Arakan Hill Tracts (late Hill Disti’ict of 

Arakan). 

3. Chin Hills... ... ... Chin Hills (including the Pakokkn Hill 

Tracts) . 

4. Myitkyina... Myitkyina Kachin Hill Tracts. 

Moganng Kachin Hill Tracis. 

Kamaing Kachin Hill Ti'acts. 

SadCn Kachin Hill TiuctB. 

Htawgaw Kachin Hill Tracts. 

Putao Suh- Division (late Piitao Disti’ict). 

5. Bhamo Sinlum Kachin Hill Tracts. 

Shwegu Kachin Hill Tracts. 

6. Upper Ohindwin Somi-a Tract. 

Kanti State. 

Thaungdut State. 

7. Katha ... ... ... Katha Kachin Hill Tincts. 


Schedule B. 

1. Myitkyina Other than tlie Hill Tracts spcciliod in 

item 4 of Schedule A. 

2. Bhamo' Exclusive of the Hill Tracts speciliod in 

item 5 of Schedule A. 

S. Upper Ohindwin ... ... Homalin Suh-di vision and the Tamil 

Township oF the Mawhiik. 

4. Salween 
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REPORT OF THE COMMITTEE ON INDIAN 
RESERVE' BANE LEGISLATION. 

Mbmoeandum by the Secebtaey of State foe India. 


The Pederal Structure Sub-Committee of the First Eound 
Table Conference recommended that, with a view to ensuring 
confidence in the management of Indian credit and currency . . . 
efforts should be made to establish on sure foundations and free 
from any political influence, as early as may be found possible, a 
Reserve Bank, which will be entrusted with the management of 
the currency and exchange.” In the course of the discussions of 
the Third Round Table Conference I undertook that representative 
Indian opinion would be consulted in the preparation of proposals 
for the establishment of the Reserve Bank, including those 
relating to the reserves. In accordance with this undertaking a 
Committee was appointed to advise the Government of India and 
myself on the subject of the required legislation. 

The Committee, which sat in July, has now submitted its 
Report. The prime purpose of the Report is to facilitate the 
drafting of the Reserve Bank Bill which will, in all probability, 
be submitted to the Indian Legislature in the course of September, 
with a view to its possible passage into law later in the year. 

I present the Report to the Committee because of its 
connection with the proposals relating to financial responsibility 
in the White paper (see paragraph 32 of the Introduction). 
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Report of the Committee on Indian 
Reserve Bank Legislation. 


1. It was recommended by ibc Federal IStnictnro Sub' 

Committee oi the First Round Table Conference tlnil, ‘‘witli a 
view to ensuring eonfidenco ill tbe inaiiageniciil of Indian credit 
and currency, . . . efforts sliould be made to ostiibliwb on sure 
foundations and free from any ])olitic.al inllnence, as early as may 
be found possible, a Reserve Bank, whicli will be ontnistod with 
the management of the currency and exeliange.”-'' The Financial 
Safeguards Committee of tlie Third Itomul Table (Joiifeinnce 
recommended “ that steps should be taken to Inlrodiu'C into the 
Indian Legislature a Reserve Bank Bill cimecived on the above 
lines as soon as possible.”! Report of that ConimiUee 

it was also placed on record that “Tlic Soeretary of State 

undertook that representative Iiulian opinion would l)(‘ oonsulted 
in the preparation of proposals for the establishnieiiL of the 
Reserve Bank including those relating to ilie reserves.” The 

present Committee lias beeiT set up in j)ursiiance of that 

undertaking. 

2. We understand that the Bill, when drafted, is to be placed 
before the present Indian Legislature Avitli a view to its being 
brought into force before the expiry of the existing (Joiist itiition. 
The provisions of the Bill, therefore, will liavci to bo dc^signed to 
fit in with the existing Constitution, but in disi'.iissing them we 
have kept in view the conditions contemplated umlor the new 
Federal Constitution and endeavoured to frame ])r()j)()sals on lines 
which will require the minimum of adaptation to tlios(‘ condi lions. 

A complication arises from tlie uncertain futures of Burma. We 
have, however, assumed that Burma, if separated, will eoiitimie to 
utilise the Indian currency system, and that no mabu’ial changes 
in the Reserve Bank Act will be required. 

3. We fully accept the principle tliat tlio Resorv(^ Bank sliould 
be free from any political inlliience. ''riie best devit'o wliicli 
the practical experience of other countries has evolved for 
achieving this object is that the capital of the Bank should be 
held by private shareholders,! and we recomniond that this plan 
should be adopted in the case of India. 

4. In formulating a scheme for tlio constitution of tlio Board of 
Directors, we have borne in mind the importance of securing the 


^ Secoi:icl Eepoi't of the Teclei'al Structiiru Siib-Ooiiiiiiiliot!, IS. 

t Report of the Committee on Financial paragraph 4. 

J Rai Bahadur Ram Saran Das rocoj’ds liis vhnv that tlu^ Jiiiiik should 
be State-owned. 
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representation of the economic life of India as a whole, while at 
the sanje time guarding against undue influence in the affairs 
of the Bank by sectional interests, acquired through the control 
of voting power. The proposals below are designed to fulfil 
these aims, but their eflicacy will depend in the first place upon 
proper restriction of voting power. We propose that the 
denomination of the shares should be Es. 500. On this basis 
we recommend that tbe minimum voting qualification should be 
two shares, which must have been held for at least six months, 
and that the maximum number of votes that may be exercised by 
any one shareholder should be ten. If such a limitation is 
imposed on voting power we do not think it necessary to place 
any restriction on the amount of capital to be held by any one 
shareholder. Such a reatidction would place undesh-able obstacles 
in the way of fi’ee mai’keting of the shares. 

The Board ofjdie Bank. 

5. We consider that the Board should be as small as practicable. 
The majority of the Board of Directors should in our opinion 
derive their mandate from the shareholders. We do not 
recommend that any special provision should he made for the 
representation on tlie Board of commercial bodies as such. 
In view, however, of the fact that iu the particular circum- 
stances of India election may fail to secure the representation 
of some important elements in the economic life of the countiy, 
such as agricultural interests, we recommend that a minority of 
the Boai’d should he nominated by the Governor-General in 
Council under the present Constitution and by the Governor- 
General at his discretion under the new Constitution, it being 
understood that this power would he exercised to redress any 
sucJi deficiencies. We agree generally that the Board should 
be constituted as follows : — 

8 Directors representing the shareholders ; 

4 Directors nominated by the Governor-General in Council ; 

1 Governor. 

1 Deputy-Governor (or two, if two are appointed), with no 
voting power 

1 officer of Government with no voting power. 

We contemplate that the Governor would ordinarily attend all 
meetings of the Board, hut if he is unable to do so on any particular 
occasion we consider that his vote should be exercised by a 
Deputy-Governor authorised by him to act as his substitute. 

*■ Sooie members of the Committee think that the Deputy Governors 
should have full voting power. 
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6. The plan which we rccommeiul for the a])pointnieiit of 
Directors to repi’esent the shareholders is set forth in tlio next 
paragraph. It involves the division of India (including for tliis 
purpose Burma) into five “areas”; the election, by the share- 
holders resident in each area, of members of a JjOcallBoarcl ; and 
the selection by the latter, from among themselves, of Directors 
to represent the respective areas on the Central Board. 

7. In Appendix II will be found, in tabular form, our proposals 
for the geographical division into areas, and for the allocation 
among them of seats on the Central Board, and the initial 
allocation of share capital. It is suggested that nombay should 
be the headquarters for the Western area (two seats on the Central 
Board), Calcutta for the Eastern area (two seats), Delhi foj* the 
Northern area (two seats), Madras for the Soutliern area (one seat), 
and Eangoon for the Burma area (one seat). (The number of 
Local Boards for this purpose should not Ije cupabJe of increase.) 
The electoral scheme in the 1928 Bill pi'ovided for the inclusion 
of all the Indian States in the “Delhi Area.” We consider, 
however, that the States should fo3’ this purpose fall into their 
natural geographical divisions, and our proposals, shown in detail 
in Appendix II, have been made on this basis. Wo propose that 
five members should be elected to each Local Board by the 
shareholders “resident” in the area according to the definition 
given in clause 4 (4) of the 1928 BiU. The inoinbors so elected 
should appoint, from among themselves, the Direcdor or Direcjtors 
to represent the area on the Central Board, l^rovisioii should be 
made to enable a substitute Director to be appointed from and by 
a Local Board in case a Director representing it is una1)le to 
attend a particular meeting. 

8. Clause 6 of the 1 928 Bill provides for the opening of offices at 
the headquarters of the five areas which we propose. Wo ol).S(U'vo 
that this clause as it stands would oblige the Bank to establisli 
a branch in London. We understand that it is the recognised 
practice of Central Banks to conduct their operations in another 
country through the agency of the Central Bank of that country. 
We do not consider that the Board should be precluded by statute 
from following this practice. We therefoj*e rocjommend that the 
words “ and London ” should be omitted from clause 6, the effect 
of which will be to make the establishment of a London branch 
optional. Should the Bank arrange to employ tlie Bank of 
England as its agent in London, we contemplate that the 
arrangement would be reciprocal and that the Bank of England 
would employ the Reserve Bank as its agent in India. 

9. Apart from their functions in the machinery by which 
Directors are appointed, the Local Boards would have no 
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executive duties, except such as may he delegated to them hy 
the Central Board. Otherwise they would he purely advisory 
bodies. In particular, they might play a valuable part in the 
scrutiny of commercial paper, analogous to the functions of the 
discount committees established in Belgium, Bulgaria, Japan 
and Lithuania. With a view to ensuring that all appropriate 
interests, agriculture and the Indian States in particular, 
are adequately represented, the Oenti-al Board should be em- 
powered to nominate to each Local Board not more than three 
additional members. These additional members should be full 
members of the Local Board, except that they should not be 
eligible to be returned as representatives of the area on the 
Central Board, nor to take part in the selection of such represen- 
tatives. 

10. As regards the qualification of elected Directors, we 
consider a provision on the lines of sub-clause 2 of clause 11 
of the Bill of 1928 to be desirable. We would also provide 
that within six months of theij appointment to the Central 
Board the four nominated Directors must become possessed 
of the same share qualification as is prescribed for Directors 
elected by the shareholders. We do not, of course, suggest 
that a share qualification must be acquired hy the Governor, 
the Deputy Governor or Governoi*s, or the Government oflEcer. 
We accept the disqualifications set out in clause 8 of the 
1928 Bill, to which, however, we would add “ Insolvency.’* 
We have considered whether the disqualification of Government 
officials should apply also to officials of Indian States. We are 
all agreed that, so far as elected members of Central or Local 
Boards are concerned, this disqualification should apply, but as 
regards nominated directors, either on the Central or Local 
Boards, the Indian States representatives have pressed that an 
exception should be made. Becognisiiig that there might on 
occasions be practical difficulties in finding suitable non-official 
representatives of the Indian States, a majority of the Committee 
are prepared to recommend an exception in this case, provided 
that it shall not apply to officials of the Q-overnment of India lent 
to an Indian State. 

11. The qualifications and disqualifications applicable to 
members of a Local Board, whether elected or nominated, 
should, subject to what is said in paragraph 10 above, be the same 
as those applicable to the elected members of the Central Board. 

12. We recommend, in order that the Reserve Bank may be 
able to commence operations, that the first appointment of 
Directors should be made by the Governor-General in Council, 
suitable arrangements being made for retirement in rotation. 

20641 A 3 
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13. The method of appointing the Governor^ is a matter of 
the highest importance. It is essential that this otHcer should 
command general coiiftdence, both in India and abroad. 
As regards the appointment of the Governor and Deputy 
Governor (or Deputy Governors), the majority of the Committee 
hold that the Governor-General in his discretion shouhl bo the 
appointing authority when the new Constitution comes into force. 
Those who were of this opinion felt no doubt that buforo making 
these appointments the Governor-General would ascortain the 
views of the Board of the Bank. A minority of the Committee 
however, hold that these appointments should bo made by the 
Board of Directors, subject to the approval of the Govojuior- 
General. An attempt to harmonise these views was made by 
proposing that the existing provision of the Imperial Bank 
constitution should be followed in drafting the Bill, and that the 
Govenior and Deputy Governors should ho appointed l)y the 
Governor-General after consideration of the recoininendatioiis of 
the Board of the Bank. This solution, as a compromise, was 
acceptable to aU members of the Oominittee except four. 

Share Capital and Share Reglntars, 

14. We recommend that the original share capital of tlie 
Bank should be Rs. 5 crores, divided into shares of Us. 500 
each, which should be fully paid ; that the initial allocation 
as between the five areas should be on the lines indicated in 
Appendix 11 ; that a separate share register should bo maintained 
in each of the five areas ; and that shares should be transferable 
fi'om one register to another, so that there would bc^ a free market 
in them, but shareholders should only be entitled to vote in 
respect of the areas in which they are resident. 

Structure of the Bank. 

15. The two previous Bills provided for Hoparato Issue Jind 
Banking Departments as in the case of the Bank of England, and 
we understand that this provision has met with general aj)proval 
in India. We recommend that the new Bill should be drafted 
on this basis. 

Business of the Bank. 

16. We approve generally of the provisions of clauses 17 and 
18 of the Bill of 1928, but we consider that some extousioii may 
be required to enable the Indian States to parti('ipate in the 
Reserve Bank Scheme, and detailed suggestions of this nature 
are included in Appendix I 
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17. The Banking Enquiry Committee recommended'*' that 
additional provision should he made enabling the Bank to make 
loans and advances on the security of moveable goods, wares, and 
merchandise, as well as against the warehouse warrants and 
warehouse receipts rejiresenting such goods. We do not feel able 
to recommend any such provision, since it would tend to render 
the Bank’s resources less liquid, and might involve it in 
undesirable competition with commercial banks. 

18. An important question arises in regard to clause 18. Since 
the Hilton Young Commission reported and the previous Bills 
were drafted. Central Banking practice in other countries has 
developed in the direction of utilising open market operations to 
an increasing extent for the purpose of regulating credit. Clause 18 
as it stands might be read as necessitating a meeting of the Board 
on each occasion on which such operations are required. Since 
action may be necessitated, for the purpose of regulating credit, 
with a degree of urgency which does not permit prior consulta- 
tion with the Board, it should be njade clear that the Board is not 
precluded from delegating to the Governor powers in this behalf 
for the above-mentioned purpose. 

Ex change Obligations of tlie Bank. 

19. The questions which arise in connection witli the exchange 
obligations to be imposed on the Bank present special difficulty 
in existing circumstances. In the prevalent state of monetary 
disorganisation throughout the world, it is impossible to 
incoiporate in the Bill provisions which would necessaiily be 
suitable when monetary systems generally have been re-cast and 
stabilised. In these circumstances we consider that the only 
sound course for India is to remain on the sterling standard. 
On this basis the exchange obligations incorporated in tbe Bill 
must necessarily be in accord with the rupee-sterling ratio 
existing at the time when the Bill is introduced. This statement 
does not, however, imply any expression of opinion on the part 
of the Committee on the merits or demerits of the present ratio. 
The ratio provisions in the Bill are designed to make it clear that 
there will not be any change in the de facto situation by the 
mere coming into operation of the Reserve Bank Act. 

A considerable majority of the Indian Delegates feel it their duty 
to record their view that a suitable exchange ratio is one of the 
essential factors for the successful working of the Reserve Bank. 
They point out that considerable changes have occurred in the 
cuiTency bases and policies of almost all the countries of the world 

* Report of tlie Indian Central Banking Enqiiiiy Committee of 1931, 
paragraph 607. 
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in the last few yeto. In their view it is for the (]overument of 
India and the Legislature to examine tlicso and all other relevant 
considerations with a view to ensuilng that the inininiimi possible 
strain is placed on the currency system of India. 

We are all agreed that it should, in any case, be made clear in 
the Preamble that the whole question of the nionotaiy staiulanl 
best suited to India will have to be j-evioAvod whfni 1,Jn^ inter- 
national monetary position has clarified itself and become 
sufficiently stable to make it possible to frame more ])ennanent 
provisions. 

20. It will be necessary in the Bill to p]*ovide liiniLs to the 
range of exchange fluctuations by prescribing uppi'r and lower 
points at which the Bank will be required to buy and sell on 
demand sterling for immediate deliveiy. According to the 
practice now prevailing upper and lower points have in fact been 
retained as though the rupee was still on a gold basis. As 
the fixing of new points would in any case have to bo on an 
arbitrary basis we recommend that this practice, to which the 
public have become accustomed, should be continued. 

Assets and Liabilities of the Issue Depaiiment. 

21. The addition of 40 crores to the liabilities of the Issue 
Department for the purpose of providing for mpoe i^edemption 
requires reconsideration in view of the large return of rupees 
from circulation since the Hilton Young Commission reported and 
the indications as to the probable trend of tlie movement of 
rupees in and out of circulation in the future. We ro(somiuend 
that, as the future return of rupees over a series of ycaiB is likely 
to be considerably less than in the past lew yea'i’S, the mpoe 
redemption fund should be dispensed with and in its ifliico the 
following scheme should he adopted: — 

(1) The amount of rupees transferred at the outset to tliG 

Bank should not exceed Rs. 50 crores. 

(2) Any surplus of rupees which tliis arrangoniont would 

enable Government to remove from the reserve should 
he held by Government in a sepai'ate account, the 
silver being held as bullion, not as coin. tSubject 
to further consideration by the Government of India 
any proceeds from the realisation'''' of such rupees 
Aould not be used, except for the purpose specified 
in (3) below. 

* Some of US wish to make it olear that in accepting this scheme we do 
not wish to be regarded as endorsing any policy of selling silver. 
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(3) In any year in which, the minimum holding of silver 

rupees by the Bank exceeded 50 crores of rupees or 
one-tenth of the total amount of the reserve, the Bank 
would have the right to make over the surplus to 
Government to an amount not exceeding 5 crores 
of rupees in any year, and Government would be 
required to pay full value for these (to the extent 
of 40 per cent, in sterling or other external assets 
acceptable to the Bank if the Bank so required, and if 
the Bank’s external assets at the time did not exceed 
50 per cent, of its total reserve). 

(4) If in any year the Bank’s maximum holding fell below 

the amounts indicated above, Government would 
similarly have the right to sell ru])ees to the Bank 
up to a maximum of 5 crores in any one year. 

We observe in this connection that the omission of any provision 
for a specific rupee redemption fund makes it all the more 
necessary that the reserves of Bank should at the outset 
provide an ample margin over the statutory amount. Under the 
proviso to clause 33 of the 1928 Bill, the initial proportion of 
gold and sterling assets must be not less than one-half of the 
liabilities of the Issue Department, We do not propose any 
alteration in this figure in the new Bill, but we think that this 
proportion may not necessarily be adequate, and we recommend 
that the question whether a higher proportion is required at the 
outset should, before the Bank is set up, be carefully considered 
by Government in the light of all the prevailing circumstances. 

22 . As regards the holding of Government of India rupee 
securities, the question was raised whether the limits proposed in* 
the second proviso of clause 31 (3) might not prove unduly 
restrictive of the Bank’s open market operations ; and we recom- 
mend that this point should be further considered in India. 

23. With regard to the remainder of the reserve, we recom- 
mend that “ Gold Securities ” should be replaced by “ Sterling 
Securities.” The holding of gold securities would be not merely 
inappropriate to a sterling standard, but, in the present state 
of uncertainty, a possible source of weakness. As regards the 
aggregate proportion of gold coin or bullion and sterling 
securities to be held, we recommend that the minimum figure 
of 40 per cent, proposed by the Hilton Young Commission and 
adopted in the previous Bills should be retained. 

24. As regards the distribution of this minimum between 
sterling and gold various considerations have to be taken into 
account. On the one hand it must be recognised that the Bank 
will always require to hold a substantial amount of sterling in 

20641 A B 
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order to enalole it to fulfil its sterling ob] ignitions. Indeed it 
might be argued that so long as the rupee is not based on a 
gold standard there is no logical necessity to prescri))e a tuiniinum 
holding of gold and that any such limitation would restrict the 
freedom of the Bank’s operations and would, to that extent, be a 
source of weakness in relation to its obligations to maintain the 
currency standard. There is, moreover, a furthor argument that 
as gold carries no interest any undue proportion of gold liolclings 
would unjustifiably reduce the Banks profits and so impose, 
indirectly, an unnecessary burden on tlio Indian taxpayer. As 
against (Jiese considerations, must be weighed tJm deoj) and wide- 
spread feeling in India in favour of holding gold as allording 
ultimately the most reliable fonn of reserve, a fooling wliiidi may 
necessitate some provision for a mininmm gold holding in order 
to secure the confidence of the Indian public in the stability of the 
Bank. While individual members of our Committoo Jiavo boon 
inclined to attach varying degrees of importance to tbcs(^ difieroiit 
considerations we have been able to reach agreement on a recom- 
mendation that the Bill should prescribe a minimum gold Jiolding 
of Rs. 35 crores.’®"' 

The minimum of Es. 35 crores represents actually about 20 per 
cent, of the present note liability. Should, however, tlirougli any 
considerable expansion of the note issue, this porcemtage fall 
below 15 per cent, some membei*B of the Oommitlet' a/'o of 
opinion that the position should be immediately reviewed. 

25. The question of valuation of the gold assets presents some 
difficulty. At a time wlien monetary standards aro completely 
disorganised, thei'e is, in fact, no logical figure a])pliejil>le to fho 
valuation of gold reserves. We consider that llio host coimse 
would he to retain the valuation laid down in sub-olausc (4) of 
clause 31, This would he in accordaiico with the practi(‘-o at 
present followed by the Bank of England and in fudia, whore 
gold continues to be valued at the old parity. LTmlor this 
arrangement the existing holdings would be covered againsti loss 
by a wide margin. The possibility would obviously be pi’csonf. tJuit 
the Bank might gain a large premium on the gold luindod over to 
it by Government. The question as to how such prciniinn 
should he dealt with, especially iu the event of sales being made 
in the intermediate period pending revaluation of tlie gold, raises 
complex practical issues which we have not Cully diRcussed. In 

* Sir PixTshotamdas Thakurdas and Rai Bahadur iSiin Waiun J)aR 
dissent from the proposal to omit any provision for a miniiiiuiu [joi'centage 
of gold to the note issue. 

Sir Campbell Rhodes would prescribe no miniinutii but leave the 
Board complete freedom in the matter of gold reserves. 
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principle such, profits should belong rather to the Government 
than to the Bank, but our view is that this unrealised margin 
should in some way or other be kept available for strengthening 
the position of the currency reserves. We recommend that 
detailed proposals should be worked out by the Government of 
India foi* consideration during the passage of legislationon this 
subject, 

26. We approve generally of the provisions of clause 41 of the 
1928 Bill, relating to the suspension of reserve requirements and 
the connected tax provision. We^^' think it would be well to 
bring clause 41 into a closer connection with clause 31 in order 
to make it clear that the ‘‘minimum” reserve can, and should, 
be utilised whenever this is called for by the circumstances. 

Reserve Fund and Allocation of Surplus. 

27. We approve, generally, the provisions for “ Reserve Fund 
and Allocation of Surplus ” in clause 46 of the 1928 Bill, subject 
to the following modifications iif regard to the distribution of 
dividends. The appropriate rate for the fixed dividend must 
depend to some extent on the return on comparable securities 
at the time of issue of the shares. We recommend that the Bill 
should empower the Governor- General in Council to fix this rate, 
subject to a maximum of 5 per cent. Provision should also be 
made, on the lines of the Third Schedule to the 1928 Bill, for a 
gi’adually increasing dividend up to a maximum of 6 per cent. 
In determining the fixed rate of dividend the Governor-General in 
Council should take into account, not only the yield on Govern- 
ment long-term securities, but also the desirability of attracting 
the small investor in the mofussil and thereby securing a wide 
distribution of the shares. 

Scheduled Banks. 

28. We approve the principle of clause 44 of the 1928 Bill? 
under which Scheduled Banks are required to maintain minimum 
balances with the Reserve Bank. Some doubts have been 
expressed as to the appropriateness of (a) the criterion for 
inclusion in the schedule, viz. Rs. 3 lakhs paid-up capital and 
reserves ; and (b) the percentages prescribed in sub-clause (1) of 
that clause. We recommend that these two questions should be 
reconsidered in India together with the question whether the 
criterion should be based on the amount of deposits rather than 
on the paid-up capital and reserves. 

* Except Sir Purshotamdas Thakurdas and Rai Bahadar Ram Saraii Das. 
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Piclations of the BesevTc Bavlt with the Imperial Bank of India.* 

29. We recommend that the Reserve Bankslionkl he required 
to enter into an agreement witli the Imperial Bank on the general 
lines of danse 45 of the 1928 Bill, hut we consiilcr that the 
period of 25 years prescribed in that clause is too long, aiul we 
suggest that this point should be further considered by the 
Government ol India. The initial period, however, should bo of 
substantial duration, with provision thereafter for toriiiination on 
several years notice given by either side. The agroenieut should 
further contain a stipulation that its contiiniaiice is dopeiidom 
on the maintenance of a sound liiiaiiciaJ position by tlio Imperial 
Bank. 

30. With regard to the Second Schedulo to the 1028 Bill, wo 
approve of the provision that the Imperial Bank should bo the 
sole agent of the Reserve Bank at all places in British India wlicre 
there is a branch of the Imperial Bank ot India and no branch of 
the Banking Department of the Reserve Bank. It sliould be 
understood that this only applies to branches that arc in existence 
at the time when tlie Act comes into force. We also agree that 
the Imperial Bank shall not, without tlio approval of the Reserve 
Bank, open any branch in substitution for a IjrancR existing at the 
time when the agreement comes into force. As regards other 
branches that may be opened in the future, tlie Reserve Bank should 
be under no obligation to employ the Imperial Bank and shoulrl 
be free to make its own arrangements. Tlie agency terms 
provided for in paragraphs 2 and 3 of Schedide 11 will require 
reconsideration in the light of present cimiitislanccM, and we 
recommend that the Government of India should frame n wised 
terms in consultation with the Imperial Bank. 

31. It was submitted to us that, apart from tlio (luoslion of 
remuneration for services to be rendered, the Imperial Bank of 
India has a moral claim for compensation in rospocl. of its dis- 
appointed expectations and of commitments wJiich it undertook, 
by arrangement with Government, before the institution of tlie 
Reserve Bank was contemplated. It was suggested to us that 
such compensation should be given in the form of an allotment of 

* Owing to their connection with the Imperial Bank, Sir Ildward 
Benthall and Sir Pui’sliotamdas Thakuidas took no i^art in the diHcuHsion 
of thifs question. 

Sii* Akhar Hydari also desired to have his view i*ecorded tliat tlie 
objects for which the early establishment of the Resoiwe Bank had been 
found necessary would be tnneb more speedily attained, at the outset at 
least, if the Imperial Bank of India was, with suitable modiiications, made 
the instrument for attaining these objects, rather than by the creation 
foi’thwith of an entirely new institution. 
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a part of the share capital of the Reserve Bank to shareholders of 
the Imperial Bank. We do not consider that the question whether 
the Imperial Bank is entitled to compensation is within the purview 
of this Committee, but, in any case, we cannot recommend any 
special allocation of Reserve Bank shares to the shareholders 
of the Imperial Bank, as this would be inconsistent with our 
scheme for the distribution of shares on the broadest possible 
basis throughout India. We have no doubt, however, that any 
claim for compensation which may be put forward by the Imperial 
Bank will receive due consideration by the authorities in India. 
If the claim is conceded we consider that the compensation 
should be giveii in some other form. 

General. 

32. The Committee considered whether the powers to be given 
to the Governor-Greneral in Council in various clauses of the Bill 
should, under the new Federal Cqp.stitution, be exercised by the 
Governor-General at his discretion or by the Governor-General 
on the advice of his Ministers. In agi-eeing to the recommenda- 
tions recorded below, some of the members took into account 
the powers which they assume the Governor-General will possess 
under the new Constitution Act to intervene if on any occasion 
his special responsibilities are involved. 

In clause 41 of the 1928 Bill (Suspension of Reserves) no 
agreement was reached between the three alternatives of the 
exercise of these powers — 

(a) by the Governor-General at his discretion ; 

(b) by the Federal Goveriunent ; or 

(c) by the Federal Government with the approval of the 

Governor-Geaeral at his discretion. 

In clauses 43 and 52 of the 1928 Bill (Forfeiture of Right of 
Note Issue and Liquidation) it was agreed that the powers should 
be exercised by the Federal Government with the approval of 
the Governor-General at his discretion. 

In clause 53 (Regulations) it was agreed that the power should 
be exercised by the Federal Government. 

33. In the preceding paragraphs we have dealt with all the 
major questions in respect of which we recommend any departure 
from the provisions of the 1928 Bill. In other respects we 
recommend that the principles of that BiU should be followed in 
drafting the new Reserve Bank Bill. There are, however, a 
number of minor points on which we recommend modification of 
the provisions of the 1928 Bill, either as being consequential on 
our major recommendations or desirable on other grounds. 
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These suggestions are set lortli in Appendix I, and for coiiveuieuce 
of reference we annex to our Report a copy oE the 192S ]3iil. 

34. In conclusion we desire to express our obligation to our 
Secretaries, Mr. Gr. H. Baxter and Mr. A. T. Williams and other 
members of the staff concerned for the invaluable assistance 
which they have rendered both in our proceedings and in the 
drafting of oxu Report. 

E. A. Mant, 

Deputy Chairman. 

E. N. AKiaESAEU. 

E. C. Bentiiall. 

C. C. Biswas. 

Eam Saran Das. 

H. Denning. 

A. Hydari. 

Mirza M. Ismail. 

CoWAS.TEE JeHANGIR (jlHI.). 

L. J. Kershaw. 

0. Kisoh. 

y. T. Krisunama Chari. 

H. P. Mody, 

A. Raaiaswami Mudaliau.* 
Camphell Rhodes. 

George Sohuster. 

Phiorze Sethna. 

H. Stuakoscii. 

PURSHOTAMDAS TllAKURDAS. 

S. D. Waley. 

Mohd. Yam in Khan. 

Zafrulla Khan. 

G. H. Baxter, 

A. T. Williams, 

Secretaries. 

* Mr.'Ramaswami Mudaliar has signed on behalf of Mr. Iy<'.ngar in 
regard to all matters on which, agreement was roaiihed hofoj’o JV1 j‘. Jyongiir 
left for India. In regard to other Tnatters, Mr. Iyengar has resorved the 
right to record a supplementary note if he finds this fiecessary. 


India Office, 

1st August 1933. 
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APPENDIX 1. 

(Sep paragraph 33 of Uepoi't.) 

Title and Preamhle. — The reference to “ Grold Standard Currency ” will 
req[uire amendment. 

Clause 1 (1). — Tliis clause will need to be similarly amended. 

Gkmse 1 (2). — We have assumed that Burma, if separated, will continue 
to utilise the Indian currency system. If the decision ultimately reached 
is otherwise, an amendment of this sub-clause will be necessary. 

Clause 1 (3). — A modification of dates will be necessary. 

Clause 1 (4). — We recommend that this sub-clause should provide that 
Chapter III shall be in force for a period of 25 years, and shall continue 
in force thereafter until revoked or modified by fui*ther legislation. 

Clause 2 (g) . — The definition of a “ gold standard country ” will have 
to be replaced by that of a sterling standard country.” 

Claim 4 (8). — The scheme of allotment should be modified so as to 
provide for preferential allotment to th^ extent of two shares (the suggested 
minimum qualification for a vote) being given to applicants for two shares 
and ovei’. A specific provision should also be made excluding Groveniment 
from voting power in respect of any capital left in its hands. 

Clause 8 (1) (a) (i). — We wonld amend this to read : — 

“ engaged in the direction of agricultui’al, commercial, financial or 
industrial activities, or ” 

Clause 11 (1). — Elected Directors should be removable by the Governor- 
General in Council on a resolution passed by the Board by a majority 
consisting of not less than nine Directors. Other members of the Board 
should be removable by the authority which nominated or appointed 
them. 

Clausa 13. — Election rules should be drawn up by the Bank in the 
manner provided for in clause 53. 

Clause 15 (1). — Provision will be necessaiy for calling local meetings 
to elect the Local Boards. 

Clause 15 (2). — Beanng in mind the widespread practice of blank 
ti’ansfers in India we consider that members of Local Boards might be 
empowered to call upon any registered and resident shareholder to make 
a statutory declaration to the effect that he is the actual owner of the 
shares registered in his name. * 

Ola, use 17 (1). — Provision should be made to enable the Bank to act as 
Bankers for Indian States. 

Clause 17 (2) (c). — We wonld add after the words “ Local Government ” 
the words “ or such secunties of an Indian Slate as may be specified in 
that behalf by the Governor- Genei-al in Council on the recommendation 
of the Central Board of the Reserve Bank.” 

Clause 17 (3). — The reference to “ Gold standai’d countries” should be 
changed to “ Steiling standard countries.” 
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Clauafi 17 (7) and (8).— It has been suggested tliat in present conditions 
these subsections are unduly resti-ictive as regards the ju atari tics uE 
Government securities in which the Bank is perniitted io dotil. Wa 
recommend that this point should bu farther exaininud by the Covci’umuut 
of India. An aiuendment similar to that already suggested above to 
snbclause 17 (2) (c) might also be made to subcLiuso S. 

Clause 17 (11).- -The words “ or Indian State ” iiiiglit he added aEtor 
the words “Local Goveiiiment” to admit of the Bank acting as agent 
for the Indian States. 

Glatm 17 (14). — We consider that esiennil hori-owiiig should be 
expressly confined to other Centi-al Banks, and tliat in that event no 
limitation need he placed on the amount which it is permissible iiO boi'i'ow 
externally. 

Clause 17 (16).— -We wonld redraft this sub-clause as follows 

“ Generally, the doing of all such matters and tilings as may bo 
incidental to, or consequential upon, tlie provisiums of this Act and 
not prohibited by this Act.” 

Clause 18. — We would substitute for the w’ords “in the interests of 
Indian ti'ade or commerce, or for ilie purpose of enabling iJie Bank to 
perforin any of its fuuctions under this Act,” the words “ for the piiiiiose 
of regulating credit in the interests of Indian irade, commerce, industiy 
and agriculture.” 

A farther amendment of this clause has been i*ecommeiulod in para^ 
graph 18 of our Report. 

Clause 31. — Here, and in other clanses where it is rofei’roil to, the 
provision for “ gold securities ” should be replaced by “ sLerling scenritiGs.’^ 

Clatise 31 (3). — It is for consideration whether it should not he made 
clear that the “ Government of India rupee sccuriti(‘s ” must bo 
marketable securities. 

Clause 31 ^6). — This sub-clause will require aiueiidineut in view of the 
adoption of a sterling standard. 

Clauses 32-37 will require modification in the light of our ])ropoKal for 
the omission of provision for a specific rupee re(Iem[>tion fund. 

Clauses 38-40. — These clauses will require to be replaced by provisioiiK 
on the lines indicated in paragraphs 19 and 20 of our Rcpoii. 

Clause 53. — Amendments and additions will be I’equii'otl in coiisequcnco 
of certain of our recommendations. 
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APPENDIX n. 

Suggestions for Distribution of Local Areas and Allocation 

of Shares. 

(See paragraph 7 of Report.) 


Area 

(0 

Head- 

q^Tiarters 

(2) 

Esdient 

(-!) 

Number of 
Directors 

(4) 

Allocution 
of Siiare 
Capital 

Rs. lakhs 
(5) 

1. Northern 

i 

1 

Delhi 

United Pi'ovinces 

Punjab 

Noi*th-West Frontier 
Province 

Baluchistan 

Ajmer Merwara 
Rajputana Agency 
Punjab States 

Kashmir • 

United Provinces States 
Gwalior 

2 

SO 

2. Western 

Bombay 

1 

Bombay Presidency 
Sind 

Central Provinces and 
Berar 

Western India Agency 
Baroda 

Hyderabad 

Centvitl India Agency 
(excluding Bundel- 
khand and Baghel- 
kband) 

Gujerat States Agency 
Deccan States Ageuoy 

2 

165 

3. Eastern - 

Calcutta 

Bengal 

Bibar and Orissa 

Assam 

Sikkim 

Assam States 

Bengal States 

Eastern States Agency 
Bundelkhancl and 
Baglielkha.nd 

2 

165 

f 

4. Southern 

Madras 

Madras Presidency 
Ooorg 

Mysore 

Madras States 

1 

50 

5. BuuirA - 

j Raugoon 

Burma 

Andamans and 

Nicobars 

1 

40 
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ANNEXURJB. 

The Gold Standard and Reserve Bank op India Bill, 1 9128. 

(As publisihed.) 

A. Bill to establish a gold standard cvrrency for British India and constitute 
a Reserve BanJc of India, 

Whereas it is expedient to provide lor the establishment of a gold 
standard currency for British India; to constitute a Reserve Bank of 
India to control the working of that standard and regulate tlie issue 
of bank notes and the keeping of reserves with a view to sccui-ing stabilitj 
in the monetary sytem of British India; and generally to iiiako provisions 
for matters incidental thereto ; It is hereby enacted as follows : — 

CHAPTER I. 

Preliminary. 

1. — (1) This Act may he called the Gold Standard and Reserve Bank 
of India Act, 1928. 

(2) It extends to the whole of Briti^ph India, including British Baluchistan 
and the Sonthal Parganas. 

(3) This section shall come into force at once, and the remaining pro- 
visions of this Act shall come into force on such date or dat<‘s, not latoi 
than the let day of July, 1929, as the Governor-Gencrnl in Council may, 
by notification in the Gazette of India, appoint : 

Provided that the Governor-General in Council may, by notification 
in the Gazette of India stating his reasons for such action, substitute foi 
the year 1929 in this section the year 1930; and may, by liko notifications, 
make two further successive substitutions of the years 1931 and 1032. 

(4) Chapter III shall be in force for a period of twenty-five yoar« and 
its operation may thereafter be extended for such further period or jmriod.s 
as the Governor-General in Council may, by notiticatioji in the (Hazotto 
of India, direct. 

2. In this Act, unless there is anything repugnant in the wuhject or 
context — 

(a) the Bank ” means the Reserve Bank of India con.stitut(fcl b.’? 
this Act; 

(h) “ the Banking Department ” means and includes all dojuirtmcnts 
of the Bank other than the Issue Department; 

(c) “ bank rate ” moans the rate published by tbe Bank under 
section 47; 

(d) bank note ” means paper money issued by the Bank ; 

(e) ‘'the Board” means the Board of Directors constituted in 
accordance with section 9; 

(/) “ general meeting ” means a meeting of the registered shareholders 
of the Bank; 

ia) “ gold standard country ” means any country, other than British 
India, from which any person is at libei’ty to expoi“t gold and in whicdi 
any person may obtain gold on demand from the principal curroiio;? 
authority on payment of the equivalent thereof, as proscribed by law, 
in legal tender currency; 
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(A) “ Issue Depai-tmeiit ” means that department of the Bank whioh 
is charged by section 23 with the conduct and management of the note 
issue ; 

(i) “provincial co-operative bank” means any societjy which is 
registered or deemed to be registered under the Co-operative Societies 
Act, 1912, or any other law for the time being in force in British 
India i-elating to co-operative societies and the sole business and object 
of which is the financing of the other societies in a province which are 
or az*e deomed to be so registered j 

(j) “ the Reserve ” means the assets of the Issue Department as 
specified in section 31; 

(7c) “ the Reserve Fund ” means the Reserve referred to in section 
46; 

(7) “ rupee coin ” means silver rupees which are legal tender under 
the provisions of the Indian Co-inage Act, 1900; and 

(■m) “ scheduled bank ” means a bank included in the First Schedule. 

CHAPTER II. 

iNOORPO'EA'noN, Share Capital, Management and Business . 

Esiablish7tient and incerporation the Meserve JBanh of India. 

3. — (1) A Bank to be called the Reserve Bank of India shall be con- 
stituted for the purpose of taking over the management of the currency 
from the Governor-General in Council and of carrying on the business of 
banlaing in accordance with the provisions of this Act. 

(2) The Bank shall be a body corporate by the name of the Reserve 
Bank of India, having perpetual succession and a common seal, and shall 
by the said name sue and be sued. 

Sha7'e Capital. 

4. — '(1) The original share capital of the Bank shall be five crores of 
rupees divided into shares of one hundred rupees each, which shall be fully 
paid up. 

(2) No amount in excess of twenty tho-usand rupees shall be issued to 
any oue person or to any two or more persons jointly, and no person shall 
b© allowed to acciuire an interest in the share capital of the Bank, whether 
held in (his own right, or held jointly with others, or held partly in his 
own right and partly jointly with others, to a nominal value in excess of 
twenty thousand rupees. 

(3) Separate registers of shareholders shall be maintained at Bombay, 
Calcutta, Madras, Rangoon and Delhi, and a separate issue of shares 
shall he made in each of the areas served by those registers, as. hereinafter 
defined, and Lshuros shall not be transferable from one register^ to another 
save in accordance with conditions to be prescribed by the Governor- 
General in Council. 

(4) A shareholder shall be qualified to be registered as such in any area 
in which he is ordinarily resident or has his pnneipal place of business 
in India, but no person shall be registered as a shareholder in more than 
one register or as a holder of an interest in the share capital of a total 
nominal value exceeding twenty thousand rupees ; and no person wh-a 
is not — 

(a) domiciled in India, or 
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(b) a Britisli subject ordinarily resident in India, or 

(c) a company registered under the Indian Companies Act, 1913, or 
a society registered under the Co-operative Societies Act, 3932, oi- a 
scheduM bank, or a corporation or company incorporated by or 
under an Act of Parliament or any law for the time being in force 
in any of His Majesty’s dominions and having a branch in British 
India, 

shall be registered us a shareholder or be entitled to payment of any 
dividend on any share. 

(5) The Board may, at its discretion, without giving any rcasoii, decline 
to allot shares to any applicant or to register any transfer of shares. 

(6) The areas served by the various registers mentioned in subsection (3) 
shall be as follows, namely; — 

(а) by the Bombay register — the Presidency of Bombay (including 
Sind), and the Central Provinces j 

(б) by the Calcutta register — ^the Presidency of Bengal and the 
Provinces of Bihar and Orissa and Assam; 

(c) iby the hladras register — the Presidency of Matlras and the 
Province of Ooorg; 

(d) hy the Rangoon register — the Province of Burma, jmd tho 
Andaman and Nicobar Islands; 

(e) by the Delhi register — ^tlm remainder of India, including tbe 
territories of Indian Princes and Rulere in India. 

(7) The nominal value of the shares originally assigned to ilio various 
registers shall be as follows, namely: — 

(a) to the Bombay register — one hundred and fifty lakhs of nipoos; 

(h) to the Calcutta register — 'One hundred and fifty lakhs of rn})cos; 

(c) to the Madras register— forty lakhs of rupees; 

(d) to the Rangoon register — forty lakbs of rnpeos ; 

(e) to tihe Delhi register — one hundred and twenty lakhcs of rupees: 

Provided that, in the event of the shares assigned to any register not 

being fully taken up at the first allotment, tho Bwird may, with the 
previous sanction of the Governor-General in Council, transfer a portion 
of such shares from that register to another. 

(8) In allotting the shares assigned to a register, the Board sliall, in 
the first instance, allot one share to each applicant fiiiaUfuKl iind<u“ sub- 
section (4) to b© registered as a shareholder on that register; and, if the 
number of such upplicants is greater than tho total number of shares 
assigned to the register, shall determine by lot the applicants to whom 
the shares shall be allotted. 

If the number of applicants is less than the number of shares assigned 
to the register, the Board shall allot tbe remaining shnroH to applicants 
who have applied for more shares than one; and if the number of extra 
shares so applied for exceeds tlm niiinbor of shares so to bo allotUnl, the 
Board sha^l allot tbem among the various applicants in sne.h manner as 
it may deem fair and equitable: 

Provided that such allotmoTitrf^ shall in all cases bo subject to tho 
restrictions contained in subsection (2). 

If, after all applications have been met in a(«ordnnK?o with the pro- 
visions ol' this subsection, any shares remain unallotted, they Hhall, not- 
withstanding anything contained in this section, bo allotted to Govern- 
ment, and shall be sold by the Governor-General in Council, at not lose 
than par, as soon as may be. 

5, — {!) The shore capital of the Bank may be increased by tho Board 
with the previous sanction of the Governor-General in Council. 
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(2) Every such inci’ease shall be fully paid up, and the areas to which 
such further shares shall be allotted and the price at which they may be 
issued shall be fixed by the Board with the like sanction. 

(3) The Board may determine the manner in which any increase of 
share capital shall be effected. 

(4) The share capital of the Bank may be reduced by the Board, with 
the previous sanction of the Governor-G^ieral in Council, to such extent 
and in such manner as may be determined by the Bank in general meeting. 

Offices and Branches. 

6. The Head Office of the Bank shall be established in Bombay, and the 
Bank shall, as soon as may be, eestablish branches in Calcutta, Madras, 
Rangoon, Delhi and London, and may establish branches or agencies in 
any other place in India or, with the previous sanction of the Governor- 
General in Council, elsewhere. 

Management of the Bank. 

7. The general superinteudence of the affairs and business of the Bank 
shall be entrusted to a Board of Directors, which may exercise all powers 
and do all eudh nets and things as may be exercised or done by the Bank 
and aro not by this Act expressly diiected or required to be done by the 
Bank in general meeting. 

S. — (1) Save as expressly provided in this Act — 

(^a) no person may be a Director who is not or has not at some time 
been — 

(i) actively engaged in agriculture, commerce, finance or industry, 
or 

(ii) a director of any company as defined in clause (2) of section 2 
of the Indian Com panics Act, 1913, or of a corporation or company 
iiKJorporated by or under any law for the time being in force in any 
place outside British India; and 

(li) no person may be a Director who is — 

(i) a government official, or 

(ii) an officer or employee of any bank, or 

(iii) a director of any bank, other than a registered society as 
defined in clause (e) of section 2 of the Co-operative Societies Act, 
1912. 

(2) The election or appointment as Director of any person who is a member 
of the Indian Legislature or of a local Legislature ^all be void, unless within 
dno montdx of the date of his election or appointment he ceases to be such 
member, and if any Director is elected or nominated as member of any such 
Legislature he shall cease to be a Director as from the date of such election 
or nomimition, as the case may be. 

9,-_(l) The Board shall consist of the following Directors, naihely ; — 

(a) a Governor and two Deputy Governors to be appointed by the 
Gorernor-General in Ooimcil .after consideration of any recommendation 
made by the Board in that behalf; 

(b) four Directors to be nominated by the Governor-General in 
Council; 

(c) two Directors to be elected by the Associated di ambers of Com- 
merce ; 

(d) two Directors to be elected by the Federation of the Indian 
Chambers of Commerce; 
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(e) one DiroctoTj representing tlie interests of agriciilturOj to be 
elected by provincial oo-operative banks holding shares to the nominal 
value of not less than five thousand rupees^ 

(/} eleven Directors to be elected on bohalf of tbo shareholdci's on the 
various registers, in the manner provided in section 10 and m the 
following numbers, namely: — 

(i) for the Bombay register — three Directors; 

(ii) for the Calcutta register — three Directors; 

(iii) for the iVIadros register — one Director ; 

(iv) for the Rangoon register — one Director ; 

(v) for the Delhi register — tJiree Directors; and 
{g) one government official to be nominated by the Governor-Cleneral in 
Council. 

(2) The Governor and Deputy Governors sihall devote their whole time to 
the affairs of the Bank, and shall receive such salaries and allowances as 
may be determined by the Board subject to any minimum prescri])Gd by the 
Governor-General in Council. 

(3) The Governor, a Deputy Governor and a Director nomijiat(‘d or (iected 
under clause (b), (c), (d), (e) or (/) shall hold office for five years, or there- 
after until his successor shall have been duly appoiutcil, nouiinatcd or dncteKl, 
and, subject to the provisions of section 8, i^hall be eligible for ro-aijpoint- 
ment, re-nomination or re-election as the case niaj^ be. 

The Director nominated under clause {g) shall hold office during the 
pleasure of the Govornor-General in Council. He may attend any meeting 
of the Board and take part in its deliberations, but shall not be entitlcM.1 Lo 
vote. 

(4) No act or proceeding of the Board shal be questioner! on th(‘ ground 
merely of the existence of any vacancy in, or any defect in the coiiHtitution 
of, the Board. 

10. — (1) The shareholders registered on the various rogistors diall elect 
delegates for the purpose of electing Directors to represent them on the 
Board, and the numbers of delegates shall be as follows, uatnoly : — 

(а) for the Bombay register — twenty-four members ; 

(б) for the Calcutta register — twenty-four members ; 

(c) for the Madras register — ten members; 

id) for the Rangoon register — ^ten niombors; 

(c) for the Delhi register — ^twenty-four menibei'K. 

(2) Every shareholder who lias been registered on a rogistc^r for not less 
than six months immediately preceding the election shall bo entitled to vote 
at the election of delegates for tho shareholders on that register; and no 
shareholder shall have more than one vote. 

(3) The delegates for the shareholders on a register shall bo oh'cbod from 
among those who are shown on that register as having hold, for a period of 
not less than six months immediately preceding tho oloctiou, uiKMiciunbcred 
shares of the Bank of a nominal value of not less than five thousand rupees : 

Provided that no person shall he elected as a delegate who is a govern- 
menb official or an officer or servant of the Bank : 

Provided further that no candidate may stand for election, unless bo 
has been nominated by not less than twenty of the shareholders oiiLitlt'd to 
vote at the election. 

(4) The election of delegates for the shareholders on a ri'gistor slisill bo 
held once in every five years, at a convenient time before thci expiry 
of the term of office of the retiring Directors for the election of whoso 
successors the delegates are to be elected. 

(5) Delegates shall hold office for a period of five years ; 
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Providtid that, if a delegate ceases to be eqaolified for election under 
subsection (3), he shall forthwith cease to hold office as a delegate. 

(U) A casual vacancy in the office of delegate, in whatsoever manner 
arising, may bo filled by the Board from among the shareholders for the 
time being qualified for eloction to that office under subsection (3). 

(7) The delegates for the shareholders on a register shall elect, from 
among those shareholders, the Directors to represent them on the Board 
in accordance with this Act and the rules made under seetdon 13. 

11. — (1) The Governor-General in Council may remove from office the 
Governor, a Deputy Governor, or any Director nominated or elected under 
clause (b), (c), (d), (e) or (/) of subsoction (1) of section 9, on a resolution 
passed by the Board in that behalf by a majority consisting of not less than 
fifteen Directors; 

Provided that, in the case of a Director elected under clause (c), (d), 
(p) or (/), such resolution, shall have been confirmed by a majority of not 
less than than tvro-thirda of the persons present and voting at a general 
meeting expressly called for that purpose. 

(2) A Director nominated or elected under clause (&), (c), (d), (e) or 
(/) of suKscction (1) of section 9 shall cease to hold office if, at any time 
after the expiry of one month from the date of his nomination or election 
or of eighteen months from the date on which this Act comes into force, 
whichever is later, he is not registered as a holder of unencumbered shares 
of the Bank of a nominal value of not less than ten thousand rupees, or 
if ho ceases to hold unencumbered shares of that value. 

12. — (1) If the Governor or a Deputy Governor by infirmity or other- 
wise is rendered incapable of executing his duties or is absent on leave 
or otherwise in cLrcumstanccs not involving the vacation of his appoint- 
ment, the Governor-General in Conncil may appoint another person to 
officiate for him, and such person may, notwithstanding anything contained 
in clause (b) of subsection (1) of section 8, be an officer of the Bank. 

(2) A casual vacancy in the office of a Director, other than the vacancies 
provided for in subsoction (1), shall be filled in the manner in which, and 
by the authority by whom, the nomination or election of the Director 
vacating office was made; and the Director so nominated or elected shall 
hold offici! for the unexpired portion of the term of his predecessor. 

13. The Governor-General in Council may, after previous publication, 
make rules to provide for all matters for which provision is in his opinion 
necessary or expedient for the holding and conduct of elections under this 
Act, anil, in particular, and without prejudice to the generality of the 
foregoing power, may by such rules provide — 

(ft) for the holding of elections according to the principle of propor- 
tional representation by means of tbe single transferable vote or other- 
wise as bo thinks fit in any case; and 
(6) for the final decision of doubts or disputes regarding Jhe <inalifica- 
tions of any candidate for election or regarding the validity of elections, 

14. Meetings of the Board shall be convened by the Governor at least 
six times in each year and at least once in each quarter. Meetings shall 
ordinarily be held in Bombay, but at least two meetings of the Board shall 
bo held in Calcutta in each year. 

15. — (1) A general meeting (hereinafter in this Act referred to as the 
annual general meeting) shall be held annually at Bombay within six weeks 
from the date on which the annual accounts of the Ba^ are closed, and 
a general meeting may be convened by the Board at any other time. 
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(2) Any shareholder shall he entitled to attend and vote at auj' general 
meeting, and no shareholder, .whether present in person or voting through 
another shareholder as proxy, shall have more than one vote. 

16. — (1) The following provi.sions shall apply to the first oonstitution of 
the Board, and, notwithstanding anything contained in section 9, the Board 
as constituted in accordance therewith shall he deemed to 1k) duly con- 
stituted in accordance with this Act. 

(2) The first Governor and first Deputy Governors shall bo appointed by 
the Governor-General in Council on his own initiative, and shall receive 
such salaries and allowances as he may determine. 

(3) The first four Directors nominated under clause (h) of subsection (1) 
of section 9 shall held office for three years. 

(4) The first four Directors elected under clauses (c) and (d) of that 
subsection shall hold office for four years. 

(5) The first Director elected under clause (e) of that suhsectiou may bo 
elected by all provincial co-operative banks notwithstanding that shares 
have not been allotted, and shall hold office for four years. . 

(6) The first eleven Directors representing the shareholders siiull bo 
nominated by the Governor-General in Council after consultation with the 
Local Governments, and shall hold office for two years. 

(7) The first elections of Directors under section 10 shall be held before 
the expiry of the term of office of .r the Directors iioniinabod under sub- 
section (6), and the Directors so elected shall hold office as follows, namely: — 

{a) the Directors elected on behalf of the shareholders on the Bombay 
register — for four years j 

(h) the Directors elected on behalf of the shareholders on the Calcutta 
register — for three years; 

(c) the Director elected on behalf of the shareholders on the Madras 
register — ^for five years; 

(d) the Director elected on behalf of the shareholders on the Rangoon 
register — for five years; 

(e) the Directors elected on behalf of the shareholders on the Delhi 
register — for two years. 


Bwiiness of the Bank. 

17- The Bank shall be authorised to carry on and tranHa(it the smmral 
kinds of business hereinafter specified, namely: — 

(1) the accepting of money on deposit without intorosb I'roin, and the 
collection of money for, the Secretary of State in Council, the Governor- 
General in Council, Local Governments, banks and any other porson.s; 

(2) (a) the purchase, sale and rediscount of bills of oxcliange and 
promissory notes, drawn and payable in India ami arising out of 
bond fide commercial or trade transactions, bearing two or inor<‘ good 
signaturfjs, one of which shall be that of a scheduled bank, and maturing 
within ninety days from the date of such purchase or redi.scount 
exclusive of days of grace; 

(b) the purchase, sale and rediscount of hills of oxchaiigo and 
promissory notes, drawn and payable in India and hearing two or more 
good signatures, one of which shall be that of a schodulod bank, or a 
provincial co-operative hank, and drawn or issued for the purpose of 
financing seasonal agricultural operations or the marketing of (^rops, 
and maturing within six months from the date of such purcha.se or 
rediscount, exclusive of days of graco : provided that the total face 
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value of bills or notes so purcliased or rediscounted shall not at any 
time exceed oiic-foui’tli of the total face value of all bills and notes 
purchased or rediscounted by the Bank up to that time; 

(c) the purchase, sale and rediscount of bills of exchange and 
promissory notes, drawn and payable in India and bearing the siginature 
of a scheduled bank, and issued or drawn for the purpose of holding 
or trading in securities of the Government of India or a Local Govern- 
ment, and maturing within ninety days from the date of such purchase 
or rediscount exclusive of days of grace; 

(3) the purchase from and sale to scheduled banks and persons 
approved by the Board, in amounts of not less than the equivalent of 
one lakh of rupees, of the currencies of such gold standard countries as 
may be specified in this behalf by the Governor-General in Council by 
notification in the Gazette of India, and of .bills of exchange (including 
treasury bills) drawn in or on any place in any such country, and 
maturing within ninety days from the date of such purchase, exclusive 
of days of grace; and Lh© keeping of balances with banks in such 
countries ; 

(4) the making of loans and advances, repayable on demand or on the 
expiry of fixed periods not exceeding ninety days against the security 


■of — 


(a) stocks, funds and securi*iea (other than immovable property) 
in which a trustee is authorised to invest trust money by any Act 
of Parliament or by any law for the time being in force in British 
Jn-dia; 

(b) gold coin or bullion or documents of title to the same; 

(c) such hills of exchange and promissory notes as are eligible for 
purchase or rediscount by the Bank : provided that the total of 
the loans and advances against such securities as are referred to in 
sub-clause (6) of clause (2) shall not at any time exceed one-fourth 
of the total loans and advances made by the Bank up to that time; 

(d) such bills of exchange as are eligible for purchase by the Bank 

ander clause (3); , t ^ i. i ■ ■ i 

(e) promissory notes of any scheduled bank or a provincial 
co-operativo bank, supported by documents evidencing title to 
goods which have been transferred, assigned, hypothecated or 
pledged to any such bank as security for a cash credit granted for 
bond fide commercial or trade transactions, or for the purpose ol 
financing seasonal agricultural operations <>r the marketing of 
crops ; provided that no loan or advance shaU be made on the 
aecuritv of any promissory note such as is referred to m this sub- 
olfiuso after the expiry of five years from the date on which this 

section comes into force; . _ n 

(5) the making of advances to the Governor-General “ 

payaWe in each case not later thap three months after jthe close of 
tte financial year in respect of which the advance haa been mad , 

(6) the issue of demand drafts and the making, issne and oironlation 
of bank post bills made payable on its owii bran^es; 

(7) the purchase and sale of securities, maturing within five yeara 

from the Lte of such purchase, of the Government of any gold stan- 
dard ^untey specified in this behalf by the Governor-General in Council 
bv notification in the Gazette of India, , _ , - 

the purchase and sale of securities of the Government of India 
of any maturity, or of a Local Government or of a local authority m 
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British India maturing within ten years from the date of purchase: 
provided that the amoujit of such securities held at any time in the 
Banking Department shall be so regulated that — 

(a) the total value of such securities shall not exceed the aggregate 
amount of the share capital of the Bank, the Reserve Fund and 
two-fifths of the liabilities of the Banking Department in respect 
of deposits; 

(b) the value of such securities maturing after six months shall not 
exceed the aggregate amount of the share capital ot‘ the Bank, the 
iReserve Fund and one-fifth of the liabilities of the Banking 
Department in respect of deposits; 

(c) the value of such securities maturing after one year shall not 
exceed the aggregate amount of the share capital of th<-» Bank, 
the Reserve Fund and one-tenth of the liabilities of tho Banking 
Department in respect of deposits; and 

(d) the value of such securities maturing after ten years shall not 
exceed the aggregate amount of the share capital of tho Bank 
and the Reserve Fund; 

(9) the custody of monies, securities and other articles of value, and 
the collection of the proceeds, whether principal, interest or clividonds, 
of any such securities; 

(10) the sale and realisation ‘of all property, wheUior movoulile or 
immoveable, which may in any way come into tJio possess ion of tlici 
Bank in satisfaction, or part satisfaction, of any of its claims*, 

(11) the acting as agent for the Secretary of State in Cloniicil, the 
Governor-General in Council or any local Govornment in tho tran- 
saction of any of the following kinds of business, namely — 

(a) the purchase and sale of gold or silver; 

(h) the purchase, sale, transfer and custody of hills of oxcluuige, 
securities or shares in any company; 

(c) the collection of the proceeds, whether principal, interest or 
dividends, of any securities or shares; 

(d) the remittance of sucli proceeds, at tho risk of tho principal, 
by bills of exchange payable cither in India or oKsowhoro; 

(e) the management of public dobt; 

(12) the purchase and sale of gold coin and hullion ; 

(13) the opening of an account with, and tho acting lus agtMit or 
correspondent of, any other bank which is the princiipal currency antlio- 
rity of a gold standard country under the law for tins time Ixiing in 
force in that country or any of the Federal Reservo Batiks in the 
United States of America ; 

(]4) the bormwing of money for a period not exacted ing oiu^ month 
for the purposes of the business of the Bank, and tho giving of security 
for moriSey so borrowed : 

Provided that the total amount of such borrowings shall nob at any 
time exceed the amount of the share capital of the Bank : 

Provided further, that no money shall bo borrowed iiiidor this clause 
from any person in British India other than a scheduled hank ; 

(15) the making and issue of bank notes subject to tho provisions of 
this Act; and 

(16) generally, the doing of all such matters and things as may he 
incidental o-r subsidiary to tho transaction of the various kinds of business 
hereinbefore specified. 
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IS. When, in the opinion of the Board, it is necessary or expedient 
that action should be taken under this section in the interests of Indian 
trade or commerce, or for the purpose of enabling the Bank to perform 
any or its functions under this Act, thie Bank may, notwithstanding any 
limitation contained in sub-clauses (a) and (b) of clause (2) of section 17, 
purcha.sG, sell or discount any bills of exchange or promissory notes drawn 
and payable iu India and arising out of bond fide commercial or trade 
transactions, hearing two or more good signatures and maturing within 
ninety days from the date of such purchase or discount, exclusive of days 
of grace. 

19. Save as otherwise provided in sections 17, 18 and 45, the Bank may 
not— 

(1) ^ engage in trade or otherwise have a direct interest in any com- 
mercial, industrial, or other undertaking, except such interest as it 
may in any way acquire in the course of the satisfaction of any of its 
claims: provided that all such interests shall be disposed of at the 
earliest possible moment j 

(2) pureliuso its own shares or the shares of any other bank or of 
any company, or grant loans upon the security of any such shares; 

(3) advance money on mortgage of, or otherwise on the security of, 
immovoahlo property or documents of title relating thereto, or become 
tho owner of imraoveablo property, except so far as is necessary for 
its own business premises and residences for its officers and servants; 

(4) m«aike unsocured loans or advances; 

(5) draw or accept bills payable otherwise than on demand; 

(6) allow interest on deposits or current accounts. 

CHAPTER HI. 

Central Banking Fttnotionb. 

Belaiions of the Bank with the Secretary of State in Oouncilj the Governor- 
General in Council, and Local Governments, 

20. Tho Bank shall undertake to accept monies for account of the 
Secretary of State iu Council and the dovemor-General in Council, and 
such Local Governments as may have the custody and management of 
their own provincial revenues, and to make payments up to the amount 
standing to tho credit of their accounts respectively, and to carry out 
their exchange, remittance and other hanking operations, including the 
management of the public debt, on such conditions as may be agreed upon. 

21. — (1) The Governor-General in Council and such Local Governments as 
may have the custody and management of their own provincial revenues 
shall undertake to entrust the Bank, on such conditions as may be agreed 
upon, with all their money, remittance, exchange and banking transactions 
in India and elsewhere and, in particular, to deposit free ,Jof interest all 
their ca*sh balances with the Bank: 

Provided that nothing in this subsection shall prevent the Gkivernor- 
General in Council or any Local Government from carrying on money tran- 
sactions at Government treasuries or sub-treasuries at places where -bh© 
Bank has no branches or agencies, and the Governor-General in Council 
and Local Governments may hold at such treasuries and sub-treasuries such 
balances as they may require. 

(2) The Governor-General in Council and each Local Government shall 
undertake to entrust the Bank, on such conditions as may b© agreed upon, 
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with the management of the public Cebt and with the issue of any new 
loans. 


"Note Issue. 


22. — (1) The Bank shall have the sole right to issue pa]>or money in 
British India, and may, for a period of one year from the date on which 
this Chapter conies into force, issue currency notes of tho Clo\^ornmeut of 
India supplied to it by the Governor-General in Council, and the provisions 
of this Act applicable to bank notes shall, unless a contrary intention 
appears, apply to all currency notes of the Government of India ‘ issued 
either by the Governor-General in Council or by tho Bank in like manner 
as if such currency notes were hank notes, and references in this Act to 
bank notes shall be construed accordingly. 

(2) On and from the aforesaid date the Governor-General in Council shall 
not issue any currency notes or any other kind of paper nioiuiy. 

23. — (1) The issue of bank notes shall bo conducted by the Ihinlk in an 
Issue Department which shall be separated and kept wholly distinct from 
the Banking Department, and the assets of the Issuo Department sbnll not 
he subject to any liability other than the liabilities of tho Issue Dojiart- 
ment as hereinafter defined in section 32. 


(2) The Issue Department shall ndl issuo bauk notes to tho Banking 
Department or to any other person except in exchange for otlior 
bank notes or for such coin, bullion or securities as are pormibLcd by 
this Act to form part of the Reserve. 

24. Bank notes shall bo of the denominational values of five ten 

rupees, fifty rupees, one hundred rupees, five hundred rupoos, one thoiiHnud 
rupees and ten thousand rupees, and of such other denominational values, 
if any, as may be directed by the Goveimor-Goneral in Coujudl. 

25. The design, form and material of bank notes shall he sueh as may 
be approved by the Governor-General in Council. 

26. — (1) Subject to the provisions of subsection (2), ev<u\v hank noU) sluill 
be legal tender at any place in British India iu payment or on account 
mr the amount expressed therein, and shall he guararitwid by tho (jloviTiior- 
Geueral iu Council. 


(2) The Governor-General in Council may, by notification in the (Uv/Mm 
declare that, with effect finm such date as may he si)Ociiic(l i)i 
the notification any series of bank notes of any denomination shall c‘(‘a,s(! 
to be legal tender save at an office or agency of the Bank. 

n® •any of tho Bank shiill lio stcnlijKjd 

thL f ^ J®-'ssue, and the Bank shall not r(i-issuo hank 

wnicn are torn, defaced or excessively soiled. 

28 Notwitrfatanding anything eonlninod in any enaotmont or rulo of I;uv 
the contrary no person shaU of right be entitled to reewor froiu tlio 
Governor-Oeneral m Council or the Bank tho value of any lost stolen 
muti ated or imperfect currency note of tho Qovornmont of India or bank 


may with the previous sanction of the (iovi'riior- 
^neial m Council prescribe the circumstaucos in and tho conditions and 

may be refS as%f gr^^ 
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Prohibition of issue of Private Pills or Notes payable to Bearer on demand. 

29. No person in British India other than the Bank or, as expressly 
authorised by this Act, the Governor-General in Council shall draw, accept, 
make or issue any bill of exchange, hundi, promissory note or engagement 
for the payment of money payable to bearer on demand, or borrow, owe or 
take up any sums or sums of money on the bills, hundis or notes payable 
to bearer on demand of any such person ; 

Provided that cheques or drafts iiayable to bearer on demand or other- 
wise may be drawn on a perons’s account with a banker, shroff or agent. 

30. — (1) Any person contravening the provisions of section 29 shall, on 
conviction by a Presidency Magistrate or a Magistrate of the first class, 
be punishable with fine equal to the amount of the bill, hundi, note or 
engagement in respect whereof the offence is committed- 

(2) No p]’osecution under this section shall be instituted except on 
complaint made by the Bank. 

Assefs of the Issue Department. 

31 . — (1) The Reserve shall consist of gold coin, gold bullion, gold securities, 
rupee coin and rupee securities to such aggregate amount as is not less than 
the total of the liabilities of the Issq^ Department as hereinafter defined. 

(2) Of the total amount of the Reserve not less than two-fifths shall 
consist of gold coin, gold bullion or gold securities: 

Provided that the amount of gold coin and gold bullion shall not at any 
time be less than thirty crores of rupees in value and shall not be less than 
one-fifth of the total amount of the Reserve after the end of the fifth year, 
or than one-quarter of the total amount of the Reserve after the end of the 
tenth year, from the date on which this Chapter comes into force. 

(3) The remainder of the Reserve shall be held in rupee coin, Government 
of India rupee securities of any maturity and such bills of exchange and 
promissory notes drawn and payable in British India as are eligible for 
purchase by the Bank under sub-clause (a) or sub-clause (b) of clause (2) 
of section 17 or under section 18: 

Provided that the .amount hel-d in rupee coin shall not exceed — 

(a) during the three years after the date on which this Chapter 
comes into force, ninety-five crores of rupees, 

(b) during the next three years, seventy-five crores of rupees, 

(c) during the next four years, sixty crores of rupees, and 

(d) fifty crores of rupees thereafter, 

or one-tenth of the total amount of the Reserve, whichever amount is 
greater : 

Provided further that the amount held in Government of India rupee 
securities shall not at any time exceed one-fourth of the total amount of the 
Reserve or fifty crores of rupees, whichever amount is less. '* 

(4) Por the purposes of this section, gold coin and gold bullion shall be 
valued at 8-47512 grains of fine gold per rupee, rupee coin shall he valued at 
its face value, and gold and rupee securities shall be valued at the market 
rate for the time being obtaining. 

(5) Of the gold coin and gold bullion held in the Reserve not less than 
seventeen-twentieths shall be held in British India, and all gold coin 
and gold bullion forming part of the Reserve shall be held in the custody of 
the Bank or its agencies : 



30 


RECORDS OF THE JOINT COMMITTEE 


15° A'ugusii, 1933.] Repobt of the Committee on Indian [ConiiTtued. 
Reserve Bakk Legislation. 


Provided that gold belonging to the Bank which is in any other bank 
or in any mint or treasury or in transit may be reckoned as part of the 
Reserve, 

(6) For the purposes of this section^ the gold securities which may be held 
as part of the Reserve shall be securities of any of the following kinds 
payable in the currency of any of such gold standard countries as may be 
specified in this behalf by the Governor-General in Council by notification 
in the Gazette of India, namely: — 

(а) balances at the credit of the Issue Department witli a bank which 
is the principal currency authority under the law for the time being 
in force of such country, or with any of the Federal Reserve Banks in 
the United States of America; 

(б) bills of exchange hearing two or more good signatures and di’awn 
on and payable at a place in any such country and having a maturity 
not exceeding ninety days; 

(c) securities maturing within five years of the Govcninieut of any 
part of Hie Majesty’s dominions which is a gold sta,ndai’d country or 
of any other gold standard country specified in this by the 

Governor-General in Council by notification in tlio Gazotio of India: 

Provided that, for a period of two years from the daLo on which 
this Chapter comes into force, — 

(i) any of such last-meiiitioned securities may bo vsemiritios 
maturing after five years, and the Bank may at any tiino before 
the expiry of that period dispose of suoh securities notwith- 
standing anything contained in section 17, and 

(ii) sterling securities of the Government of India may Ix^ hold 
as part of the Reserve. 

Liabilities of the Isme LeimHmcnt. 

32. — (1) The liabilities of the Issue Department shall Ixf an amount 
equal to the total of the amount of the currency notes of ilu^ Government 
of India and bank notes for the time being in circulation and of an initial 
amount of forty crores of rupees for the purpose of provi<ling for rupeo 
redemption, which last-mentioned amount sli-all bo r(‘fjne<‘(l l),v one ruipoo 
for every five ru]iees deliverfHl to the Govern or-Geui oral in CJouncil under the 
provisions of section 34, and shall be 'incronsed by one rnpet* for ev<n\v 
five rupees received from him under section 35. 

(2) For the purposes of this section, any currency note of the Govern- 
ment of India or bank note which has not been pr(^s(mto(l for payment 
within forty years from the 1st clay of April following the date of its 
issue shall he deemed not to be in circulation, and the value tlmrixjf shall, 
notwithstanding anything contained in sn1)eection (”2) of sotjtion 23, bo 
paid by tho Issue Department to tbo Govcrnor-Goimral in Clounril or tlio 
Banking Djjpiartinent, as tho case may ho; but any such nolo, if sub- 
sequently presented for payment, shall be ])aid by tho Banking Dopait- 
ment, and any such payment in the case of a cnrron*'y note of ilui Govern- 
ment of India shall be dobitcMl to the Govornor-Gonoral in Conneil. 

hvithd Assets and Liahiliiies. 

33. On the date on which this Chapter comes into forces, the Issue 
Department shall take over from the Govcrnor-Gcnciral in Council the 
liability for all the currency notes of the Government of Tndia for tho 
time being in circulation, and tho Gove nior^Geu oral in (Jouncil .shall 
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transfer to the Issue Deparament gold coin, gold bullion, gold securities, 
rupee coin and rupee securities to such aggregate amount as is equal to 
the total of the amount of the liability so transferred and of a sum of 
forty crores of rupees. The coin, bullion and securities shall be trans- 
ferred in such proportion as to comply with the requirements of section 31 : 

Provided that the total amount of the gold coin, gold bullion and gold 
securities so transferred shall not be less than one-half of the whole amount 
transferred. 

Supply of Coin, and of different Forms of Legal Tender Currency, 

34. The Bank may deliver to the Governor-General in Council all rupee 
coin held by it in excess of the amount which the Issue Department is 
permitted to hold as part of the^ Reserve under section 31, against pay- 
ment of four rupees in bank notes, gold or gold securities for every five 
rupees so delivered. 

35. When the amount of ruipee coin for the time being held in the Reserve 

does not exceed twenty-five crores of rupees or one-tenth of the total 
amount of the Reserve, whichever is greater, the Bank may demand deli- 
very of rupee coin from the Governor-General in Council, on payment of 
four rupees in hank notes, gold or gold securities for every five rupees so 
delivered. • 

36. The Governor-General in Council shall undertake not to re-issue 
any rupee coin delivered under section 34 nor to put into circulation any 
new rupees, except through the Bank and on the Bank’s demand; and 
the Bank shall undertake not to dispose of rupee coin otherwise than for 
the purposes of circulation or hy delivery to the Governor-General in 
Council under that section. 

37. The Bank shall issue rupee coin on demand in exchange for currency 
notes of the Government of India, and shall issue currency notes or bank 
notes on demand in exchange for coin which is legal tender under the 
Indian Coinage Act, 1906, and it shall, in exchange for currency notes or 
bank notes of five rupees or upwards, supply currency notes or bank notes 
of lower value or rupees or other coins which are legal tender under the 
Indian Coinage Act, 1906, in such quantities as may, in the opinion of the 
Bank, be required for circulation; and the Governor-General in Council 
shall, subject to the provisions of section 35, supply such rupees or other 
coins to the Bank on demand. If the Governor-Creneral in Council at any 
time fails to discharge this duty, the Bank shall be released from its 
obligation to supply such coins to the public. 

OUigation to sell Gold and Gold Exchange. 

38. — (1) The provisions of this section shall have effect from such date, not 
later than the 3st day of July, 1931, as the Governor-General in Council 
may, by notification in the Gazette of India, appoint: 

Provided that the Governor-General in Council may, by notification in the 
Gazette of India stating his reasons for such action, substitute for the year 
1931 in this section the year 1932; and may, -by like notifications, naake two 
further successive substitutions of the years 1933 and 1934. 

(2) The Bank shall sell gold bullion for delivery in Bombay to any person 
who makes a demand in that behalf at its office at Bombay, Calcutta, 
Madras, Rangoon or Delhi and pays in legal tender currency the purchase 
price as determined under the provisions of this section : 
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Provided that no person shall be entitled to demand an amount of goJd 
bullion containing less than two hundred and fifty tolas of fine gold. 

(3) The price of gold bullion for delivery in Bombay shall be twenty-one 
rupees, three annas and ten pies per tola of fine gold witli an addition repre- 
senting twice the normal cost per tola of transferring gokl bullion in bulk 
from Bombay to such place in a gold standard country as may bo spocifior! 
in this behalf by the Governor-General in Council by Tiotificabion iu Ihe 
Gazette of India, including interest on its value during transit: 

Provided that no such addition shall be made when the rate at which the 
currency of the country in which the place so specified is situate c.ini lie pur- 
chased in Bombay for immediate delivery at that iilaco is such that the 
equivalent of the price at which the principal currency authority of that 
country is bound by law to give gold in exchange for currency is loss than 
twenty-one rupees, three annas and ten pies per tola of lino gokl by an 
amount equal to or greater than the normal cost per tola of transferring 
gold bullion in bulk from the specified place to Bombay, incliuling interest 
on its value during transit. 

(4) The Governor-General in Council shall from time to tinu' cletermiiie 
in accordance with the provisions of subsection (3) the price at which the 
Bank shall sell gold bullion for delivery in Bombay and shall notify the price 
BO determined in the Gazette of India. Such notification shall be con elusive 
as between the Bank and any otheivperson as to the price wihiclj the Bank 

^ shall be entitled to charge in respect of any sale of gold biillian, 

39. — (1) The Bank shall sell, to any person who makeH a demand Iti that 
.behalf at its office at Bombay, Calcutta, Madras, Rangoon or Dellii find pays 
the purchase price in legal tender currency, at a rate equivalent U> twenty- 
one rupees, three annas and ten .pies per tola of fine gold, the c.iu’njne.y of 
such gold standard country as may be notified in this belmlf by the Governor- 
General in Council in the Gazette of India, for imnu«liate delivery in that 
country : 

Provided that no person shall be entitled to demand an amount of cur- 
rency of less value than that of two hundred and fifty tolas of fine gold. 

(2) For the purpose of determining the equivalent rate api)Ii<‘!il)Ie to the 
sale of currency under this section, twenty-one rui)otv5, three annas ami ton 
pies shall be deemed to be equivalent to sucli Rum in that <tuiT(‘n(!y as is 
required to purchase one tola of fine gold in that country at the rate at 
which the principal currency authority of that country is bound by law to 
give currency in exchange for gold, after dedutdion therefrom of an annumt 
reprc.sentjng the normal cost per tola of transferring gold bullion in hulk from 
Bombay to that country, including intorewb oii its value during transit. 

(3) The Governor-General in Ooiincil shall from time to <kdonniim 

the equivalent rate in aecordanre with the provisions of suhsoetion CJ), and 
shall notify the rate so determined in the Gazette of India. 




Ohliiintion to buy Cold. 


40. The Bank shall buy, from any person who jnakc's a demand in that 
behalf at its office in Bombay^ Calcutta, Mfulras, Rangoon or Dtdiii, geld 
bullion for delivery in Bombay at the rato of twenty-one three annas 

and ten pies per tola of fine gold, if Buch gokl is teiulcu'od in tho form of 
bars containing not less than two hundrcfl and fifty tolas of fiiu^ gold : 

Provided that the Bank sihall be entitled to require sneh gold bullion to bo 
melter, assayed, and refined, by persons approved by tho Bank, at the 
expense of tlie person tendering the bullion. 
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Suspension of Reserve Reguirements and Tax on Note Issue. 

41. — (1) Tho Bank may, -with, the previous sanction of the Governor-General 
in Council, for periods not exceeding thirty days in the first instance, which 
may, with, the like sanction, be extended from time to time by periods not 
exceeding fifteen days, hold in the Reserve gold coin, gold bullion or gold 
securities of less aggregate amount than that required by subsection (^) of 
section 31 and, whilst the holding is so reduced, the proviso to that sub- 
section shall cease to be operative. 

(2) In respeeb of any period during which the holding of gold coin, gold 
bullion and gold securities is reduced under subsection (1), the Bank shall 
pay to the Governor-General in Council a tax upon the amount by which 
such holding is reduced below the minimum prescribed by subsection (2) of 
section 31; such tax shall be payable at the bank rate for the time being in 
force, with an addition of one per cent, per annum .when snch holding 
exceeds thirty-two and a half per cent, of the total amount of the Reserve 
and of a further one and a half per cent, per annum in respect of every 
further decrease of two and a half per cent, or part of such decrease. 

Provided that the tax shall not in any event be payable at a rate less 
than six per cent, per annum, 

42. The Bank shall not be liable to the payment of any stamp duty under 
the Indian Stamp Act, 1899, in respe«fc of hank notes issued by it. 

Duration of the Privilege of Note Issue. 

43. If at any time the Bank fails to comply with any provision of 
this Chapter or with any other provision of this Act, the Governor-General 
in Council may, by notification in the Gazette of India, declare that the 
Bank has forfeited the right of note issue, and shall thereupon take over 
the liabilities of the Issue Department together with such portion of the 
assets of the Bank as is required to meet such liabilities, and thereafter 
the business of the Issue Department shall he carried on in the manner 
prescribed by this Act by such agency as the Governor-General in Council 
may determine. 


Cash Reserves to he maintained hy hanks. 

44. — (1) Bvery scheduled bank shall maintain a balance with the Reserve 
Bank the amount of which shall at no time be less than seven and one-half 
per cent, of the daily average of the demand and two and one-half per 
cent, of the daily average of the time liabilities of such bank in India, 

(2) For the purposes of subsection (1), the daily average of the amounts 

of the demand and time liabilities of each scheduled bauk; shall be com- 
puted in respect of each period ending on the fifteenth and* on the last day 
of each month. 1 

(3) Every such bank shall send to the Governor-General in Council and 
to the Bank a monthly return signed hy two responsible officers of such 
bank, showing — 

(a) the amounts of its demand and time liabilities respectively in 
India, 

(b) the total amount held in India in currency notes of the Go'vern- 
ment of India and bank notes, 

(c) the amounts held in India in rupee coin and subsidiary coin 
respectively. 
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(d) the amounts of advances made and of bills discounted in India 
respectively^ and 

(e) the balance held at the Bank, 

at the close of the month to which the return relates. 

(4) Every such return shall he sent not later than foiirlcon days after 
the close of the month to which it relates and shall state wlioi.hnr tho hank 
has during that month maintained with the Reserve Bank tini niininium 
balance required by subsection (1). 

(5) Any bank failing to comply with the provi.sioiKS of suhsec'Lion (3) or 
subsection (4) shall be lialile, on application niaclo by or on heluilf of the 
Governor-General in Council to the principal Civil Court liaving jurisdiction 
in a place where an office of the bank is situated, to a penalty of one 
hundred rupees for each day during which tho failure continueH. 

(6) When it appears from any such monthly return or from a re]>ort of 
the Board that any scheduled bank has failed to maintain tho niitiinnirn 
balance required by subsection (1), tho Governor-General in CJonncil may 
call for such further return, or make such inspection of the* l)(mks and 
accounts of that bank, as may be necesssary to ascertain tho jinioimt of 
the deficiency, if any, and the -period during which it has continued; and 
a bank so in default shall be liable, on application made by or on ))(‘hnilf 
of the Governor-General in Council to the principal Civil Court having 
jurisdiction in a place whore an officfp of the bank Is sitnaiodj to a i><Muilty 
at a rate per annum which shall be three per cent, above tho hnnl: rate 
on the amount of the deficiency for each day during which Uio d(‘fniUll has 
continued, and shall be raised to five per cent, above the ba,nk ralo after 
the first seven days of the deficiency. 

(7) The Governor-General in Coniicil shall, by notificniion in tin* (hiKotto 
of India, direct the inclusion in tho First Schedule* of atiy coiniumy, not 
already so included, which carries on the business of banking in British 
India and which — 

(a) is a company as defined in clause (2) of section 2 of tin* Indian 
Companies Act, 1913, or a corporation or comi)an.y incori)(>rat(»d hy 
or under any law in force in any place outside British Bid in, and 
(h) has a paid-up capital and reserves of an nggregaU^ value of not 
less than three lakhs of rupees; 

and shall, by a like notification, direct the oxclii.sion from that Schorlule 
of any scheduled hank the aggregate value of whoee paid-up c.upital and 
reserves at^ any time becomes less than three lakhs of rup(^es, or which 
goes into liquidation or otherwise ceases to carry on Inmkitig business. 

Agrectnmi with the Imperial Jinnh of India. 

45. The Bank shall ontpr into an agroomont with tho ImpiuMal Bank <jf 
India, ^ which shall be subject to the approval of the Goi’ornor-GK'iH'.ral in 
Council and shall be oxpreased to come into force on the (Ial»(* on which 
this Chapter comes into force and to remain in force for tw(*nty-fire 
years and shall further contain the provisions set forth in tho Second 
Schedule. 

CHAPTER IV. 

General Provisions. 

Z^c.senic Fund and AUocaHon of Surplus. 

46. After making provision for bad and doubtful debts, depreciation in 
assets, contributions to staff and superannuation funds, and such other 
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contiugencies as are ueually provided for by bankers, and after payment 
out ol the net annual, profits of a cumulative dividend at the rate of live 
per ^nt. per annum on the share capital, the surplus shall be allocated 
as follows : — 

(o) one-half to a Reserve Fund, until such Reserve Fund is equal 
one-half of the share capital, and the remaining one-half to the 
Governor-General in Council; 

(6) thereafter, until the Reserve Fund is equal to the share capital, 
one-tenth to the Reserve Fund, and the balance to the Governor-General 
in Council, and 

(c) when and for so long as the Reserve Fund is not less than the 
share capital, a portion to an additional dividend to the shareholders 
calculated on the scale set forth in the Third Schedule, and the balance 
to the Governor-General in Council : 

Provided that, so long as the Reserve Fund is less than the share capital, 
not less than fifty lakhs of rupees of the surplus, or the whole of the surplus 
if less than that amount, shall he allocated to the Reserve Fund. 


Bank Bate. 

47. The Bank shall make public from time to time the minimum rate 
at which it is prepared to buy or rediscount bills of exchange or other 
ooinmercial paper eligible for purchase under this Act. 


Audit. 

48. — (!) Not less than two auditors shall he elected and their remunera- 
tion fixed at the annual general meeting. The auditors may be share- 
holders, but no director or other ofi&cer of the Bank shall be eligible during 
his continuance in office. Any auditor shall be eligible for re-election on 
quitting office. 

(2) The first auditors of the Bank may be appointed by the Board before 
the first annual general meeting and, if so appointed, shall hold office only 
until that meeting. All auditors elected under this section shall severally 
be, and continue to act as, auditors until the firsh annual general meeting 
after tlioir Tos])ectivG elections; 

Provided that any casual vacancy in the office of any auditor elected 
under this section may be fiUed by the Board. 

49. Without prejudice to anything contained in section 48, the Governor- 
General in Council may at any time appoint such auditors as he thinks fit 
to examine and report upon the accounts of the Bank. 

60. — (1) Every auditor shall be supplied with a copy of the annual 
balance-slioot, and it shall be bis. duty to examine the same, together with 
the accounts and vouchers relating thereto; and every auditor shall have a 
list delivored to him of all books kept by the Bank, and shall at all reason- 
able times have access to the books, accounts and other docuiaents of the 
Bank, and may, at the expense of the Bank if appointed by it or at the 
expense oC the Governor-General in Council if appointed by him, employ 
accountants or other persons to assist him in investigating such accounts, 
and may, in relation to such accounts, examine any Director or officer of 
the Bank. 

(2) The auditors shall make a report to the shareholders or to the 
Governor-General in Council, as the case may be, upon the annual balance- 
sheet and accounts, and in every such report they shall state whether, in 
their opinion, the balance-sheet is a full and fair balance-sheet containing 
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all necessary particulars and properly drawn up so as to exliibit a true 
and correct view of the state of the Bank’s affairs, and, in case they ha\'e 
called for any explanation or information from the Board, whether it 
has been given and whether it is satisfactory. Any such report made to 
the shareholders shall be read, together with the report of the Board, at 
the annual general meeting. 

Betums. 

51. “(1) The Bank shall prepare and transmit to the Governor-General in 
Council a weekly account of the Issue Department and of the Banking 
Department in the form set out in the Fourth Schoclulo or in such other 
form as the Governor-General in Council may, hy notification in the Gazette 
of India, prescribe. The Governor-General in Council shall cause those 
accounts to he published weekly in the Gazette of India, 

(2) The Bank shall also, within two months from the date on which ilie 
annual accounts of the Bank are closed, transmit to the Govern or-Goneral 
in Council a copy of the annual accounts signed by the Governor, the Deputy 
Governors and the Chief Accounting Officer of the Bank, and certified by 
the auditors, and the Governor-General in Council shall cause such accounts 
to be published in the Gazette of India. 

(3) The Bank shall also, within two months from the date on which tlio 
annual accounts of the Bank are closed, transmit to tlio Governor-Goneral 
in Council a statement showing the name, address and occupation of, and 
the number of shares held hy, each shareholder of the Bank. 

TAquhlation. 

52. — (1) Nothing in the Indian Companies Act, 1913, shall apply to- lIig 
Bank, and the Bank shall not be placed in voluntary or compulsory liquida- 
tion save with the sanction of the Governor-General in Council an-d in such 
manner as he may direct. 

(2) In such event the Reserve Fund and surplus assets, if any, of the 
Bank shall be divided between the Governor-General in Council and the 
shareholders in the proportion of seventy-five por cent, and twenty-five per 
cent, respectively- 


Begulaiions. 

53. — (1) The Board may, with the previous sanction of the Governor- 
General in Council, make regulations consistent with this Act to provide 
for all matters for which provision is necessary or convenient for the purpose 
of giving effect to the provisions of this Act. 

(2) In particular and without prejudice to the generality of the foregoing 
provision, such regulations may provide for all or any of the following 
matters, nn^ely: — 

(a) the maintenance of the share register, tlio manner in which and 
the conditions subject to which shares may bo held and tninsforrod, and, 
generally, all matters relating to the rights and duLic.s of .sharchoUk'rs; 

(b) the manner in which general meetings shall lie convened aiul the 
procedure to be followed thereat; 

(c) the manner in which notices may he served on behalf of the Bank 
upon shareholders or other persons; 

(d) the manner in which the business of the Board shall bo transacted, 
and the procedure to be followed at meetings thereof; 
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(e) tho establishment of Local Boards and the delegation to such 
Boards of powers and functions j 

(/) the constitution and management of staff and superannuation 
funds for the officers and servants of the Bank; 

(flf) the manner and form in which contracts binding on the Bank 
may be executed; 

(/i) the provision of an official seal of the Bank and the manner and 
effect of its use; 

(i) the manner and form in which the balance-sheet of the Bank shall 
be drawn up, and in which the accounts shall be maintained; 

(j) the circumstances in which, and the conditions and limitations 
subject to which, the value of any lost, stolen, mutilated or imperfect 
currency note of the Government of India or bank note may be refunded ; 
and 

(h) generally for the efficient conduct of the business of the Bank. 


Amndmnts md Bepeal. 

54. In the Indian Coinage Act, 1906, for section 11 the following section 
shall be substituted, namely:— «* 

“11, Gold coins, coined at His Majesty’s Royal Mint in England or 
at any mint established in pursuance of a proclamation of His Majesty 
as a branch of His Majesty’s Royal Mint, shall not be legal tender in 
British India in payment or on account, but such coins shall be re- 
ceived by the Reserve Bank of India at its offices and agencies in India 
at the bullion value of such coins calculated at the rate of 8.47ST2 grains 
troy of fine gold per rupee.” 

55, The Indian Paper Currency Act, 1923, and the Currency Act, 1927, are 
hereby repealed. 
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TUB FIRST SCHBDULB. 
[fcs'ce aeciion 2 
Schedule of Banks. 


Ajodiiia LitUKj 
Aiialiabau ijciuk. 

Amencau Jij>.piess Company incor- 
poraboU. 

B<inco iNacionai C Itramarmo. 
Jbangaloro Bank. 

Bank of Baroda. 

Bank of Bekar. 
iTank of India, Bombay- 
Lank of Morvi. 

Bank of Mysore. 

Bank of Taiwan. 

Bari Doab Bank, Lahore. 

Benares Bank. 

Bhargava Commercial Bank. 
Bhowanipore Banking Corporation, 
Calcutta. 

Bombay Merchants’ Bank, Bombay. 
Byopar Sahayak Bank, Meerut. 
Canara Bank. 

Central Bank of India. 

Chartered Bank of India, Australia 
and China. 

Chota Nagpur Banking Association. 
Coimbatore Town Bank. 

Oomptoir National d’Escompto do 
Paris. 

Dawsons Bank, Pyapon. 

Eastern Bank. 

Equitable Eastern Banking Corpor- 
ation. 

Grindlay and Company. 

Hongkong and Shanghai Banking 
Corporation, 

Imperial Bank of India. 

Imperial Bank of Persia. 

Indian Bai^. 


iiKiuslrjal Bank oi VVosLorii India. 
JiUpiiigun Banking and Trading 
Corporation. 

JCarucni Bank, Karachi. 

Kuniuiu Industrial Bunk, 
jioyds Bank. 

L^ allpur Bank. 

Mercantile Bank of India, 

Mitsui Bank. 

Muil'assil Bank, Gorakhpur. 

Mysore Industrial Bank. 
Namboodiri Bank, Pallippuraui. 
j?^aLional Bank of India. 

National City Bank of New York. 
Nederlanilsche liidisoho Handols- 
bank. 

Noderliiudscho llamlel - Maats- 
chapidj. 

iNodimgadi Bank, (Jaliciut. 

Oucili Coinmorcial Bank. 

B. and O. Banking Corjioration. 
Peoplc’is Bank of Noi‘Lh(‘rii India. 
Buiijab and Kashmir Bank, Rawal- 
pindi. 

Punjab and Sind Bank, Amritsar. 
Punjab Co-o[)oraLive Bank. 

Punjab National Bank. 

Shilotri Bank, Bombjiy. 

Simla Banking ami Industrial 
Company, 

South India Bank, TiniievoIIy. 
Sumitomo Bank. 

Thomas Cook and Sons. 

Union Bank of Indiu. 

U. iRai G'yaw Thoo and Co,, 
Akyab. 

Yokohama Spocic Bank. 
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THE SECOND SCHEDULE. 

(iSfee section 45.) 

Provisions to be contained in the Agreement between the Reserve Banh of 
India and the Imperial Banh of India, 

1. The Imperial Bank of India shall bo the sole agent of the Reserve 
Bank of India at all places in British India where there is a branch of 
the Imperial Bank of India and no branch of the Banking Department 
of the Reserve Bank of India. 

2. In consideration of the performance by the Imiperial Bank of India 
on behalf of the Reserve Bank of India of the functions which the Imperial 
Bank of India was performing on behalf of the GovernornGreneral in 
Council at the places referred to in clause 1 before the coming into force 
of the Reserve Bank of India Act, 3928, the Reserve Bank of India shall 
pay to the Imperial Bank of India a commission calculated on the total 
of the receipts and disbursements dealt with annually on account ol 
Government by the Imperial Bank of India on behalf of the Reserve Bank 
of India. Such commission shall be one-sixteenth of ono per cent, on the 
first 260 crores of such total and one thirty -second of one per cent, on the 
remainder. 

3. Subject to the condition that the Imperial Bank of India shall keep 
open branches not less in number t'haif those existing at the time of the 
coming into force of the Reserve Bank of India Act, 1928, the Reserve 
Bank O'f India shall allow the following balances to the Imperial Bank of 
India at the interest rates hereinafter specified, namely; — 

(a) during the first five years from that time — 3 crores free of interest ; 

(b) during the next five years — 2 crores free of interest and, at 
the option of the Imperial Bank of India, an amount not exceeding 
1 crore at 2 per cent, per annum; 

(^;) during the next five years — I crore free of interest and, at the 
option of the Imperial Bank of India, an amount not exceeding 2 crores 
at 2 per cent, per annum ; and 

(cZ) during the next five years — at the option of the Imperial Bank 
of India, an amount not oxcoediiig 3 crores at 2 per cent, per annum. 

4. The Imperial Bank of India shall not without the approval of the 
Reserve Bank of India open any branch in substitution for a branch existing 
at the time this agreement comes into force. 


THE THIRD SCHEDULE. 

(See section 46.) 

Scale of Additional Dividend payable to Shareholders. 

A. So long as the share capital of th© Bank is five crores of rj^pees — 

(1) if the surplus does not exceed four crores of rupees — ^Nil; 

(2) if the surplus exceeds four crores of rupees — 

(a) out of such excess up to the first one and a half crores of 
rupees — a fraction of one-thirtieth; 

(h) out of each successive additional excess up to one and a half 
crores of rupees — ^one-half of the fraction payable out of the next 
previous one a half crores of excess : 

Provided that the additional dividend shall bo a multiple of one-eightb 
of one per cent, on the share capital, the amount of the surplus allocated 
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thereto being rounded up or down to the nearest one-eighth of one per 
cent, on the share capital. 

B. When the original share capital of the Bank has been increased cr 
reduced, the additional dividend shall be calculated in the mauncM* iprovidej 
in clauses (1) and (2) above, but the fraction of one thirtieth mentioned 
in sub-clause (a) of clause (2) shall bo increased or diiiiinished in proportion 
to the increase or reduction of the share capital. 


THE FOURTH SCHEDULE. 
if^ec section 51.) 
Reserve Bank ok India. 


An Account pursuant to the (lold Standard and Tteservr Hank of India 
Act^ 1928, for the week ending on the dun 

Issue Department. 


Liabilities, 

Rs. Rs. 

Bank Notes held in the 
Banking Department c 

Bank Notes in 

circulation 

Total Bank Notes issued ... 
Government of India Notes 

in circulation 

Rupee redemption 


Rs. 

Rupee coin ... 

Government of India rupee 
securities ... 

Internal Bills of Exchange 
and other commercial 
paper 

Gold securities 

Gold coin or bullion — 

{(i) held in India... 

(,(») hold outside India ... 


Ratio of gold and gold securities to liabilities, por cont. 

Dated the day of 19 . 

Banking Department. 


Liabilities. 

/ts.vci-v. 

Rs. 1 

Capital paid up... 

Notes 

Reserve Fund ... 

Rupee coin ... 

Deposits — 

Subsidary coin 

(a) Government 

.. Bills discounted — 

(b) Banks 

(a) Internal 

(c) Others 

(b) External 

Bills payable ... 

(c) Government of India 

Other liabilities... 

Treasury Bills... 

Balances hold abroad 

Loans and advances to the 
Government 

Other loans anti advances... 
Invostmonts 

Other assets 


Dated the day of 19 . 

(8y33) (20641r-60) Wt.lWl-370 250 0/83 P.St. 0.335 



RECORDS OE THE JOIN! 
COMMrm']E ON INDUS 
OONSTITIFITONAL REFORll 


/>ii' Miirlis, I.')' Avi/vsH, 1!)3U 


('(INTKNTS 


Riiporl oj the. Committee 
on Indian Reserve Bank 
Legiiiution 




